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United States Board of Tax Appeals

Docket No. 110143

WILLIAM R. WALLACE, JR.,

Petitioner.

vs.

COMMISSIONER OF INTERNAL REVENUE,
Respondent.

PETITION

The above named petitioner hereby petitions for

a redetermination of the deficiency set forth by the

Commissioner of Internal Revenue in his notice of

deficiency IRA:90-D CRA (CT:TS:PDSP.ORM)

dated December 17, 1941, and as a basis of his pro-

ceeding alleges as follows

:

1. The Petitioner is an individual with his resi-

dence at 930 Chestnut Street, San Francisco, Cali-

fornia. The return for the period here involved was

filed with the Collector for the First District of Cali-

fornia.

2. The Notice of Deficiency (a cop}^ of which is

attached and marked Exhibit ''A') was mailed to the

Petitioner on December 17, 1941.

3. The taxes in controversy are income taxes for

the calendar year 1939 and in the amomit of $558.41.

4. The determination of tax set forth in said no-

tice of deficiencv is based upon the following errors:

[2]

a. The Commissioner erred in adjusting peti-

tioner's net income as shown on his return, by adding
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tlieveto the sum of $2,315. Ki as shown in the state-

ment accompanying notice of ch^ficiency, which state-

ment is attached hereto and marked Exhibit "B."

b. The Commissioner erred in computing j)eti-

tioner's corrected income tax liability in the sum of

$6,25().43 based upon a taxable income of $40,702.50

as shown in Exhibit ''B." Petitioner does not object

to the Commissioner's decrease of income by $152.37

for decreased trust income.

c. The Commissioner erred in computing a de-

ficiency of income tax of $558.41 as shown in Exhibit

**B."

d. The Commissioner erred in holding and deter-

mining that taxpayer's wife may not keep her resi-

dence with taxpayer at a point where she is not en-

gaged in business.

e. The Commissioner erred in determining that

taxpayer may not take a deduction from gross in-

come for household expenses of taxpayer's wife

while she was away from residence of herself and

taxpayer on business.

f . The Commissioner erred in disallowing deduc-

tions for expenses of taxpayer's wdfe while away
from the place of residence on business.

g. The Commissioner erred in determining that

expenses of taxpayer's wife while away from resi-

dence on business were personal living expenses and

not ordinary and necessary business expenses. [3]

h. The Commissioner erred in determining that

the residence of taxpayer's wife was Los Angeles

from March 16th to about September 15th, 1939.
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5. The facts upon which pe^tioner relies as the

basis of this proceeding are as follows:

a. Taxpayer has maintained his home, domicile,

residence and place of business in San Francisco

since about 1929. On March 16, 1939 taxpayer and

Mrs. Ina Claire Wallace were married, and have re-

mained so ever since. Prior to that date, Mrs. Wal-

lace lived in New York City.

b. From about May 1, 1939 to about September

15, 1939, Mrs. Wallace was in Los Angeles engaged

in carrying out a contract with Metro-Goldwyn-

Mayer w^herein she performed services as an actress.

She has been for many years an actress by profes-

sion.

c. From and after her marriage with taxpayer,

Mrs. Wallace maintained her home and residence in

San Francisco with taxpayer. Several times during

her stay in Los Angeles while performing services

as an actress, she returned home to San Francisco for

short periods. At all times since March 16, 1939 she

intended to live in San Francisco indefinitely, did

not intend to live in Los Angeles, and while there

she intended to to stay there only as long as neces-

sary to complete her contract for professional serv-

ices.

d. From March 16, 1939, until about September

15, 1939, Mrs. Wallace expended out of community

funds the following sums [4] necessarily incurred in

performance of her contract of employment:

Food $ 786.90

Milk 22.06

Entertainment, etc 301.77
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Cha/feur 202.41

Cook 429.83

Flowers, gardener 99.20

Liquors, etc 145.61

Rent 2.475.00

Light 41.02

Water 56.91

Gas 37.26

Wood 12.36

Total $4,630.33

f. The sum of $2,315.16 disallowed by Commis-

sioner as a business expense is one-half of said total

disbursements allocable to taxpayer as expenditures

from communitA' funds. Said expenditures were not

personal living expenses of taxpayer, but were nec-

essary and ordinary business expenses of taxpayer

and his wife, and were in addition to personal living

expenses of taxpayer and his wife in maintaining

their home and domicile in San Francisco during the

same period.

Wherefore petitioner prays that this Board may
hear the proceeding and may find and decide in favor

of petitioner and against respondent that no income

tax deficiency exists for the year 1939, and that pe-

titioner be relieved from the aforesaid determination

of deficiency by the Commissioner.

W. R. WALLACE, JR.,

in pro per

RICHARD P. NORTON,
Counsel for petitioner

310 Sansome Street,

San Francisco, California. [5]
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State of California,

City and County of San Francisco—ss:

WLQiam R. Wallace, Jr., being first duly sworn,

says:

That he is the Petitioner herein ; that he has read

the foregoing Petition, or had the same read to him,

and is familiar with the statements contained there-

in, and that the statements contained therein are

true except those stated to be upon information and

belief, and that those he believes to be true.

WILLIAM R. WALLACE,
JR.

Subscribed and sworn to before me this 6th day

of March, 1942.

[Seal] AMY B. TOWNSEND,
Notary Public in and for the City and County of

San Francisco, State of California. [6]
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EXHIBIT A
Form 1230

Office of

Internal Revenue Agent in Charge

San Francisco Division

IRA:90-1)

CRA
(CT:TS:PD
SF:ORM)

Treasury Department

Internal Revenue Service

74 New Montgomery Street

San Francisco, California

Dec. 17, 1941

Mr. William R. Wallace, Jr.,

c/o Williamson & Wallace,

310 Sansome Street,

San Francisco, California.

Sir:

You are advised that the determination of your

income tax liability for the taxable year ended De-

cember 31, 1939 discloses a deficiency of $558.41 as

shovni in the statement attached.

In accordance with the provisions of existing in-

ternal revenue laws, notice is hereby given of the

deficiency mentioned.

Within 90 days (not coimting Sunday or a legal

holiday in the District of Columbia as the 90th day)

from the date of the mailing of this letter, you may
file a petition with the United States Board of Tax
Appeals for a redetermination of the deficiency.



8 William R. Wallace, Jr., vs.

Should you not desire to file a petition, you are re-

quested to execute the enclosed form and forward it

to the Internal Revenue Agent in Charge, San Fran-

cisco, California for the attention of Conference Sec-

tion. The signing and filing of this form will expedite

the closing of your return (s) by permitting an early

assessment of the deficiency, and will prevent the ac-

cumulation of interest, since the interest period ter-

minates 30 days after filing the form, or on the date

assessment is made, whichever is earlier.

Respectfully,

GUY T. HELVERING,
Commissioner,

By F. M. HARLESS,
Internal Revenue Agent in

Charge.

Enclosures

:

Statement

For6^ of Waiver

RR [7]
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EXHIBIT B

Statement

San Francisco

IRA:90-D

CRA
(CT:TS:PD
SF:ORM)

Mr. William R. Wallace, Jr.,

c/o Williamson & Wallace

310 Sansome Street

San Francisco, California

Tax Liability for the Taxable Year Ended December 31,

1939.

Liability Assessed Deficiency

Income Tax $6,256.43 $5,698.02 $ 558.41

In making this determination of your income tax liability,

careful consideration has been given to your protest of June

27, 1941 and to the statements made at the conferences held

on July 25. October 17. October 27. and October 31, 1941.

ADJUSTMENTS TO NET INCOME

Net income as disclosed by return $ 38,539.71

Unallowable deductions and

additional income:

(a) Living expenses while away from home 2,315.16

Total $ 40.854.87

Nontaxable income and additional

deductions:

(b) Trust income decreased 152.37

Net income adjusted $ 40,702.50

[8]

Explanation of Adjustments

(a) It is held that the taxpayer, Mrs. Ina Claire

Wallace, your wife may not keep her place of resi-
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deuce at a point where she is not engaged in business

and take a deduction from gross income for her liv-

ing expenses while away from her residence.

Since it has been held that your wife, Mrs. Ina

Claire Wallace, may not keep her place of residence

at a point where she is not engaged in business and

take a deduction from gross income for her living ex-

penses while away from her residence, the portion of

such expenses claimed as a deduction in your return

for the taxable year 1939 is disallowed.

(b) Your distributive share of trust income for

1939 is adjusted as follows

:

John M. Wallace, et al, Fiduciary

Salt Lake City, Utah $ 11.118.07

Wallace Company, Fiduciary,

Salt Lake City, Utah 6,051.42

Total as adjusted $ 17,169.49

Total reported by you 17,321.86

Net decrease $ 152.37

COMPUTATION OF TAX

Net income adjusted $ 40.702.50

Less; Personal exemption 2,125.00

Balance (surtax net income) $ 38,577.50

Less: Earned income credit

(10 percent of $14,000.00) 1,400.00

Net income subject to normal tax $ 37,177.50

Normal tax at 4 percent on $37,177.50 $ l,487.fO

Surtax on $38,577.50 (Amount in excess of

$4,000.00) 4,778.60

Total tax 6.265.70^

Less: Income Tax paid at the source 9.27

Correct income tax liability $ 6,256.43
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Income tax assessed:

Original, account No. 203880—First California

District 5,698.02

Deficiency of income tax $ 558.41

[Endorsed] : U.S.B.T.A. Filed Mar. 11, 1942. [9]

[Title of Board and Cause.]

Docket No. 110143

ANSWER

Comes now the Commissioner of Internal Revenue,

respondent above named, by his attorney, J. P. Weri-

chel, Chief Counsel, Bureau of Internal Revenue,

and for answer to the petition filed by the above-

named petitioner, admits and denies as follows

:

1. Admits the allegations contained in paragrapn

1 of the petition.

2. Admits the allegations contained in paragraph

2 of the petition.

3. Admits the allegations contained in paragi*aph

3 of the petition.

4. (a) to (h), inclusive. Denies that the deter-

mination of tax set forth in the notice of deficiency is

based upon errors as alleged in paragraph 4 and sub-

paragraphs (a) to (h), inclusive, thereunder, of the

petition. [10]

5. (a) Admits that the taxpayer has maintained

his home, domicile, residence and place of business

in San Francisco since about 1929, and that on March
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16, 1939, taxpayer and Mrs. Ina Claire Wallace were

married and have remained so ever since; denies

all other allegations contained in subparagraph (a)

of paragraph 5 of the petition.

(b) (c) (d) (f ) For lack of information and for

other reasons, denies all allegations contained in sub-

paragraphs (b), (c), (d) and (f) of paragraph 5

of the petition.

6. Denies generally and specifically each and

every allegation in the petition not hereinbefore ad-

mitted, qualified, or denied.

Wherefore, it is prayed that the Commissioner's

determination be approved and the petitioner's ap-

peal denied.

(Signed) J. P. WENCHEL,
Chief Counsel, ALM

Bureau of Internal Revenue.

Of Counsel:

ALVA C. BAIRD,
Division Counsel.

T. M. MATHER,
ARTHUR L. MURRAY,

Special Attorneys,

Bureau of Internal Revenue.

[Endorsed] : U.S.B.T.A. Filed April 28, 1942. [11]
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United States Board of Tax Appeals

Docket No. 110144

INA CLAIRE WALLACE,
Petitioner.

vs.

COMMISSIONER OF INTERNAL REVENUE,
Respondent.

PETITION.

The above named petitioner hereby petitions for

a redetermination of the deficiency set forth by the

Commissioner of Internal Revenue in his notice of

deficiency IRA:90-D CRA (CT:TS:PDSF:ORM)
dated December 17, 1941, and as a basis of his pro-

ceeding alleges as follows:

1. The Petitioner is an individual with her resi-

dence at 930 Chestnut Street, San Francisco, Cali-

fornia. The return for the period involved here was

filed with the Collector for the First District of Cali-

fornia.

2. The Notice of Deficiency (a copy of which is

attached and marked Exhibit "A") was mailed to

the Petitioner on December 17, 1941.

3. The taxes in controversy are income taxes for

the calendar year 1939 and in the amount of $503.41.

4. The determination of tax set forth in said no-

tice of deficiency is based upon the following errors

:

[12]

a. The Commissioner erred in adjusting petition-

er's net income as shown on her return, by adding
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thereto the sum of $2,315.16 as shown in the state-

ment accompanying Notice of Deficiency, which

statement is attached hereto and marked Exliibit

b. The Commissioner erred in computing peti-

tioner's corrected income tax liability in the sum of

$3,438.79 based upon a taxable income of $27,958.87

as shown in Exhibit ''B". Petitioner does not object

to the Commissioner's decrease of income by $62.60

for decreased fiduciary income, nor to increase of

$150.00 for unallowable bad debt (tax on this increase

has been paid).

c. The Commissioner erred in computing a de-

ficiency of income tax of $503.41 as shown in Exhibit

"B".

d. The Commissioner erred in holding and deter-

mining that taxpayer may not keep her residence

with taxpayer's husband at a point where she is not

engaged in business.

e. The Conunissioner erred in determining that

taxpayer may not take a deduction from gross in-

come for household expenses while she was away

from residence of herself and her husband on busi-

ness.

f . The Commissioner erred in disallowing deduc-

tions for expenses of taxpayer while she was away

from the place of residence on business.

g. The Commissioner erred in determining that

expenses of taxpayer while away from residence on

business were personal living expenses and not ordi-

nary and necessary business expenses.
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li. The C^onHnissioiioi* erred in deterniiniMg that

the residence of taxpayer was Los Ani^eles from

Marcli 16 to September 15, 1939. [13]

5. The facts upon which i)etitioner relies as the

basis of this proceeding are as follows:

a. Taxpayer's husband, William R. Wallace, Jr.,

has maintained his home, domicile, residence and

place of business in San Francisco since about 1929.

On March 16, 1939, taxpayer and Mr. Wallace were

married, and have remained so ever since. Prior to

that date taxpayer lived in New York City.

b. From about May 1, 1939 until about September

15, 1939 taxx)ayer was in Los Angeles engaged in car-

rying out a contract witli Metro-Goldwyn-Mayer

wherein she performed services as an actress. She is

and has been for many years an actress by profes-

sion.

c. From and after her marriage with Mr. Wal-

lace, taxpayer maintained her home and residence in

San Francisco. Several times during her stay in Los

Angeles while performing services as an actress she

returned home to San Francisco for short periods.

At all times since March 16, 1939, she intended to live

in San Francisco indefinitely, did not intend to live

in Los Angeles, and while there she intended to stay

there only as long as necessary to complete her con-

tract for professional services.

d. From March 16, 1939 until about September

15, 1939, taxpayer expended out of community fmids

the following sums necessarily incurred in perfor-

mance of her contract of employment : [14]
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Food $ 786.90

Milk 22.06

Cha/feur 202.41

Entertainment, etc 301.77

Cook 429.83

Flowers, gardener 99.20

Liquors, etc 145.61

Rent 2,475.00

Light 41.02

Water 56.91

Gas 37.26

Wood 12.36

Total $4,630.33

e. The sum of $2,315.16 disallowed by Commis-

sioner as a business expense is one half of said total

disbursements allocable to taxpayer as expenditures

from community funds. Said expenditures were not

personal living expenses of taxpayer but were nec-

essary and ordinary business expenses of taxpayer

and were in addition to personal living expenses of

taxi^ayer and her husband in maintainig their home

and domicile in San Francisco during the same pe-

riod.

Wherefore petitioner prays that this Board may
hear the proceeding and may find and decide in fa-

vor of petitioner and against respondent that no in-

come tax deficiency exists for the year 1939, and that
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petitioner be relieved from the aforesaid deterniiiuv-

tion of deficiency by tlie Commission.

WILLIAM R. WAT.LACE, JR.

RICHARD P. NORTON,
Counsel for Petitioner

310 Sansome Street,

San Francisco, California.

[10]

State of California,

City and County of San Francisco—ss

:

Ina Claire Wallace, being first duly sworn, de-

poses and says

:

That she is the Petitioner herein ; that she has read

the foregoing Petition, or had the same read to her,

and is familiar with the statements contained there-

in, and that the statements contained therein are true

except those stated to be upon information and be-

lief, and that those she believes to be true.

INA CLAIRE WALLACE

Subscribed and sworn to before me this 6th day of

March, 1942.

(Seal) AMY B. TOWNSEND,
Notary PubHc in and for the City and County of San

Francisco, State of California.

My Commission expires October 29, 1942. [16]
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EXHIBIT A

Treasury Department

Form 1230

Office of

Internal Revenue Agent in Charge

San Francisco Division

IRA :90-D

CRA
(CT:TS:PD
SF:ORM)

Internal Revenue Service

74 New Montgomery Street

San Francisco, California

Dec 17 1941

Mrs. Ina Claire Wallace,

c/o Williamson & Wallace,

310 Sansome Street,

San Francisco, California.

Madam

:

You are advised that the determination of your in-

come tax liability for the taxable year ended Decem-

ber 31, 1939 discloses a deficiency of $503.41 as shown

in the statement attached.

In accordance with the provisions of existing in-

ternal revenue laws, notice is hereby given of the de-

ficiency mentioned.

Within 90 days (not counting Sunday or a legal

holiday in the District of Columbia as the 90th day)

from the date of the mailing of this letter, you may
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file a jjetition with tlie United States Board of Tax

Appeals for a redetermination of the deficiency.

Should you not desire to file a petition, you are re-

quested to execute the enclosed form and forward it

to the Internal Revenue Agent in Charge, San Fran-

cisco, California for the attention of —Conference

Section— . The signing and filing of this form will

expedite the closing of your return (s) by permitting

an early assessment of the deficiency, and will pre-

vent the accumulation of interest, since the interest

period terminates 30 days after filing the form, or on

the date assessment is made, whichever is earlier.

Respectfully,

GUY T. HELVERING,
Commissioner,

By F. M. HARLESS,
Internal Revenue Agent in

Charge.

Enclosures :

Statement.

Form of Waiver [17]
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EXHIBIT B

Statement

San Francisco

IRA :90-D

CRA
(CT:TS:PD
SFrORM)

Mrs. Ina Claire Wallace,

c/o Williamson & Wallace

310 Sansome Street,

San Francisco, California

Tax Liability for the Taxable Year Ended December 31,

1939.

Liability Assessed Deficiency

Income Tax $3,438.79 $2,935.38 $ 503.41

In making this determination of your income tax liability,

careful consideration has been given to your protest of June

27, 1940 and to the statements made at the conferences held

on July 25, October 17. October 27 and October 31, 1941.

ADJUSTMENTS TO NET INCOME

Net income as disclosed by return $ 25,557.30

Unallowable deductions and

additional income:

(a) Living expenses while away
from home $2,315.17

(b) Bad debt 150.00 2.465.17

Total $ 28,022.47

Nontaxable income and additional

deductions:

(c) Fiduciary income decreased 63.60

Net income adjusted $ 27,958.87

[18]
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Explanation oF Adjustments

(a) It is held that you may not keep your i)lace

of residence at a point where you are not engaged

in business and take a deduction from gross income

foi- youi- living expenses while away from your

residence.

Since it has been held that you may not keep your

place of residence at a point where you are not en-

gaged in business and take a deduction from gi'oss

income for your living expenses while away from

your residence, the portion of such expenses claimed

as a deduction in your return for the taxable year

1939 has been disallowed.

(b) You state that in May, 1937 you loaned $500.-

00 to Marguerite Fitzgerald on a note due Jime 10,

1937, and that after this note became due and de-

mand for payment had been made it was finally set-

tled by said Marguerite Fitzgerald giving you seven

new notes for $50.00 each, due periodically from De-

cember 1, 1937, to Jime 1, 1938. You state that none

of these latter notes was paid that due to the disap-

pearance of the debtor you claimed the full amount

of $500.00 as a bad debt loss in 1939.

Loss is disallowed for the amount claimed in ex-

cess of indebtedness represented by the last above

mentioned seven $50.00 notes held by you.

Amount claimed on your return $ 500.00

Loss allowable (face value of notes) 350.00

Amount disallowed $ 150.00

(c) This item represents a decrease in your dis-

tribution share of income from Trust No. BH-20,



22 William R. Wallace, Jr., vs.

Bank of America, N. T. & S. A., Beverly Hills, Cali-

fornia. Oonipntation of adjustment follows:

Distributive share reported in your return $ 1.090.62

Distributive share as reported by the trust 1 .027.02

Net decrease $ 63.60

[19]

COMPUTATION OF TAX

Net income adjusted $ 27,958.87

Less:

Personal exemption $ 625.00

Credit for dependent 400.00 1.025.00

Balance (surtax net income) $ 26.933.87

Less:

Earned income credit

(10 percent of $14,000.00) 1,400.00

Net income subject to normal tax $ 25.533.87

Normal tax at 4 percent on $25,533.87 1.021.35

Surtax on $26,933.87

(Amount in excess of $4,000.00) 2,417.44

Correct income tax liability $ 3,438.79

Income tax assessed:

Original, account No. 203881—
First California District $2,915.78

Additional, account No. 519024

—

8-22-41 list 19.60 2,935.38

Deficiency of income tax $ 503.41

[Endorsed]: U.S.B.T.A. Piled Mar. 11, 1942.

[20]
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[Title of Board and Cause.]

Docekt No. 110144

ANSWER

Comes now the Commissioner of Internal Reve-

nue, respondent above named, by his attorney, J. P.

Wenchel, Chief Counsel, Bureau of Internal Reve-

nue, and for answer to the petition filed by the

above-named petitioner, admits and denies as fol-

lows :

1. Admits that the petitioner is an individual

and that her return for the period here involved

was filed with the Collector for the First District

of California; for lack of information denies all

other allegations contained in paragraph 1.

2. Admits the allegations contained in paragraph

2 of the petition.

3. Admits the allegations contained in paragraph

3 of the petition.

4. (a) to (h), inclusive. Deines that the deter-

mination of tax set forth in the notice of deficiency

is based upon errors as alleged in paragraph 4 and

subparagraphs (a) to (h), inclusive, thereunder, of

the petition. [21]

5. (a) Admits that taxpayer's husband, William

R. Wallace, Jr., has maintained his home, domicile,

residence and place of business in San Francisco

since 1929; that on March 16, 1939, taxpayer and

Mr. Wallace were married and have remained so

ever since: denies all other allegations contained in

subparagraph (a) of paragraph 5 of the petition.

(b) (c) (d) (e) For lack of information and for
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other reasons denies all allegations contained in sub-

paragraphs (b), (c), (d) and (e) of paragraph 5

of the petition.

6. Denies generally and specifically each and

every allegation in the petition not hereinbefore

admitted, qualified or denied.

Wherefore, it is prayed that the Commissioner's

determination be approved and the petitioner's ap-

peal denied.

(Signed) J. P. WENCHEL
ALM

Chief Counsel,

Bureau of Internal Revenue.

Of Counsel:

Alva C. Baird,

Division Counsel.

T. M. Mather,

Arthur L. Murray,

Special Attorneys,

Bureau of Internal Revenue.

ALM :emb 4-22-42

[Endorsed]: U.S.B.T.A. Filed April 28, 1942.

[22]
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The ^Pax Court of the United States

Docket Nos. 110143, 110144.

WIJ.LIAM R. WALLACE, JR.,

Petitioner,

V.

COMMISSIONER OF INTERNAL REVENUE
Respondent.

INA CLAIRE WALLACE,
Petitioner,

V.

COMMISSIONER OF INTERNAL REVENUE,
Respondent.

William R. Wallace, Jr., Esq., and

William R. Ray, Esq.,

for the petitioners.

Arthur L. Murray, Esq.,

for the respondent.

MEMORANDUM OPINION

Smith, Judge: These proceedings, consolidated

for hearing, involve income tax deficiencies for the

year 1939 as follows

:

Docket No. Petitioner Deficiency

110143 William R. Wallace Jr. $558.41

110144 Ina Claire Wallace 503.41

The question in issue in both proceedings is



26 William R. Wallace, Jr., vs.

whether the living expenses of petitioner Ina Claire

Wallace, wife of petitioner William R. Wallace, Jr.,

for a portion of the year 1939 while she was en-

gaged in making a motion picture at Hollywood,

California, under contract with Loew's, Inc., are

deductible in computing petitioners' taxable income.

Petitioners' returns for the year 1939 were filed

with the collector of internal revenue for the first

district of California.

Petitioner Ina Claire Wallace, known profession-

ally by her maiden name of Ina Claire, is a well

known stage and screen actress. She was married on

March 16, 1939, to petitioner William R. Wallace,

Jr., an attorney, who was then living at San Fran-

cisco, California, where he had been engaged in the

practice of law since 1927.

At the time of her marriage Ina Claire Wallace

was engaged in making a motion picture at Holly-

wood, California, under contract with Loew's, Inc.

This contract was made in November, 1938. It pro-

vided for petitioner's services, in making a single

picture, for 34 weeks over a 40-weeks period be-

ginning in November, 1938, and ending in Septem-

ber, 1939, at a salary of $2,000 per week. Under the

contract petitioner was required to remain in the

vicinity of Hollywood during the 40-weeks period

so as to be available for duty at any and all times.

[23]

Before entering her emi)loyment under the con-

tract of November, 1938, and since about 1932, Ina

Claire Wallace, then Ina Claire, lived in Connecti-

cut and New York City, devoting most of her work-
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in^- time to the lo.^itiniatc sta^e. From about August,

1932, to April, 1936, she lived at her home in Con-

necticut. From that time until November, 1938, she

lived at the Pierre Hotel in New York City. For a

part of that time she reserved an apartment in New
York City which she subleased to others and never

occupied herself.

The petitioners were married in Salt Lake City,

Utah. They spent their honeymoon at La Quinta,

California, and then returned to the home of peti-

tioner William R. Wallace, Jr., in San Francisco

for a month or six weeks. They talked over the

matter of their future residence at the time and

agreed to make their permanent home in San Fran-

cisco. Petitioner Ina Claire Wallace returned to

Hollywood to resume work at the studio about May
1, 1939.

After completion of her picture and the termina-

tion of her contract with Loew's, Inc., on Septem-

ber 15, 1939, Ina Claire Wallace returned to San

Francisco. She did not give up her career as a pro-

fessional actress, however, and with the assistance

and advice of her husband has since reviewed a

great many plays which various authors, producers,

and others have submitted to her for approval. She

accepted and appeared in one of such plays for

two or three months in the summer of 1940. In the

faU of that year she began rehearsals in New York

City of another play which opened on the road in

January, 1941, and later ran in New York City for
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two or three months. After this play closed, which

was about the middle of April, 1941, she returned

again to San Francisco and has lived there, except

for occasional trips elsewhere, uj) to the present

time.

During her stay in Hollywood in 1939 she lived

at the Beverly Wilshire Hotel for a few weeks and

then rented a house for a period of three months.

At the expiration of that period she rented another

house which she occupied until September 15 when

she returned to San Francisco. The rental and her

other living costs during that i)eriod are the princi-

pal items in controversy in these proceedings.

Petitioners filed separate income tax returns for

1939 in which each reported one-half of their com-

bined community income and claimed deductions of

one-half of their combined comnmnity expenses.

The expenses so claimed in each return included

one-half of the living expenses of petitioner Ina

Claire Wallace during the period of her employ-

ment in Hollywood, which amounted in total to

$4,630.33. It is agreed that these expenses consisted

of the personal living expenses such as rent, food,

etc.

The respondent has disallowed the deductions

claimed in ])etitioners' returns as not being within

the deductions allowed by section 23(a) (1) of the

Internal Revenue Code. This section of the Code

reads as follows:

Sec. 23. Deductions from Gross Income.

In computing net income there shall be allowed

as deductions:
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(a) Expenses.— [24]

(1) in General.—All the ordinary and neces-

sary expenses paid or incurred during the taxable

year in carrying on any trade or business, including

a reasonable allowance for salaries or other com-

pensation for personal services actually rendered;

traveling expenses (including the entire amount

expended for meals and lodging) while away from

home in the pursuit of a trade or business; and

rentals or other payments required to be made as a

condition to the continued use or possession, for

purposes of the trade or business, of property to

which the taxpayer has not taken or is not taking

title or in which he has no equity.

The cases relied upon by the respondent include

Mort L. Bixler, 5 B.T.A. 1181 ; Charles E. Duncan,

17 B.T.A. 1088; affd., 47 Fed. (2d) 1082; George W.
Lindsay, 34 B.T.A. 840, and Walter M. Priddy, 43

B.T.A. 18. We held in Walter M. Priddy, supra,

that the living expenses of the taxpayer for a por-

tion of the taxable year when he was required to be

away from his permanent home and his family were

not deductible. In our opinion we said

:

The dispute centers around the location of Prid-

dy 's "home" as that term is used in section 23 (a)

of the Revenue Acts of 1934 and 1936. In Mort L.

Bixler, 5 B.T.A. 1181, we said that a taxpayer's

*'home", as that term was used in the statute, was

his "place of business, emplo}^nent, or the post or

station at which he is employed." We held that a

taxpayer may not keep his place of residence at a
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point where he is not engaged in carrying on a

trade or business and take a deduction for his liv-

ing expenses while away from such residence or

deduct traveling expenses for trips between his

place of business and such residence. That case has

been consistenly followed. Charles E. Duncan, 17

B.T.A. 1088; affd., 47 Fed. (2d) 1082; Jennie A.

Peters, 19 B.T.A. 901; and George W. Lindsay, 34

B.T.A. 840.

. The facts; here show that Priddy's "home", as

that term is used in the applicable revenue acts, was

at Tyler, Texas, which was his principal place of

business and the place where his employment by the

Sabine Royalty Corporation necessitated the main-

tenance of regular living quarters. He was not away

from his '^home" in the pursuit of a trade or busi-

ness while he was in Tyler and he is not entitled to

deduct the cost of meals and lodgings incurred and

paid while he remained in that city. The same is

true with respect to the expenses ascribed to the

automobile trips made to Wichita Falls for the

purpose of visiting his family over week ends.

In WiUiam Lee Tracy, 39 B.T.A. 578, we held

that expenses of the taxpayer for meals and lodg-

ing while employed as an actor in making motion

pictures in California were personal living expenses

and therefore not deductible as traveling expenses

under section 23 (a) of the Revenue Act of 1934.

[25]

We think that the present proceedings are con-

trolled by those cases and other cases therein dis-

cussed.
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We do not think that it can \n\ said that jx^ti-

tioner Ina Claire Wallace was traveling in pursuit

of a trade or business during the period when she

was engaged in making the picture at Holl3rwood.

The contract of lier employment required her to be

in the vicinity of Hollywood and subject to call at

any time. She was free to make her home there for

the duration of her employment, as we think she

did.

Petitioners contend, and we think correctly, that

after their marriage San Francisco was the domicile

or legal residence of both petitioners. However, as

we have pointed out in the cases cited above, section

23 (a) is not concerned with legal residence. It re-

fers to the taxpayer's ''home," which we have con-

strued to mean the taxpayer's "place of business,

employment, or the post or station at which he is

employed." Mort L. Bi'xler, supra. There can be

no doubt under the facts here presented that Holly-

wood was the place of business, emi^loyment, or the

post or station at which Ina Claire Wallace was

employed during the portion of 1939 when the liv-

ing expenses in question were incurred.

We do not think that our question here is in any

manner affected by the community property laws of

the State of California as petitioners argue in their

briefs. No question has been raised by the respond-

ent with respect to the treatment of the earnings of

either of the petitioners as communtiy income, nor

as to the petitioners' right to the deduction in com-

puting such community income of any amounts

properly allowable under the statute. The fact that



32 William R. Wallace, Jr., vs.

San Francisco was the legal residence of peti-

tioners and likewise of the marital community has

no bearings on our question.

On the facts shown we think that the respondent

has properly disallowed the deduction of the

amounts in controversy.

Decision will be entered for the respondent.

Entered: May 7, 1943. [26]

The Tax Court of the United States

Washington

Docket No. 110143

WILLIAM R. WALLACE, JR.,

Petitioner,

V.

COMMISSIONER OF INTERNAL REVENUE,
Respondent.

DECISION

Pursuant to the determination of the Court, as

set forth in its Memorandum Opinion entered May
7, 1943, it is Ordered and Decided: That there is

a deficiency in income tax for the calendar year 1939

in the amount of $558.41.

Entered May 7 1943.

(Seal) (Signed) CHARLES P. SMITH
Judge. [27]
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The Tax Court of tlic United States

Washington

Docket No. 110144

INA CLAIRE WALLACE,
Petitioner,

V.

COMMISSIONER OF INTERNAL REVENUE,
Respondent.

DECISION

Pursuant to the determination of the Court, as

set forth in its Memorandum Opinion entered May
7, 1943, it is Ordered and Decided: That there is

a deficiency in income tax for the calendar year 1939

in the amount of $503.41.

Entered May 7 1943.

(Seal) (Signed) CHARLES P. SMITH
Judge. [28]
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The Tax Court of the United States

Washington, D. C.

Docket No. 110143

WILLIAM R. WALLACE, JR.,

Appellant

V.

€10)MMIS8IONER OF INTERNAL REVENUE,
!: ' Appellee

PETITION FOR REVIEW

••.Appellant files this his petition for review by

th6' United States Circuit Court of Appeals for the

.•9th. Circuit of the decision of the above entitled

'Collirt rendered May 7, 1943.

Appellant filed with the Collector of Internal

Revenue in San Francisco, California, his income

tax return for the calendar year 1939. Said Collec-

tor's office is within the 9th Circuit of the United

States Circuit Court of Appeal.

This matter is a companion matter with the mat-

ter of Ina Claire Wallace vs. Commissioner of

Internal Revenue Docket No. 110144 in which a

petition for review is being filed this day. The con-

troversy involves an assessment of a deficiency in-

come tax for the calendar year 1939 in the amount

of $558.41. The question in issue in this proceeding

and in the companion proceeding above referred to

is whether the living expenses of Ina Claire Wal-

lace wife of Appellant herein for a portion of the

year 1939 while she was engaged in making a mo-

tion picture in Hollywood, California under con-
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tract witli Tjocw \s inc. are (IcducU/ble in [29] coni-

puting A])])ellant's taxable income. In his return

for the year 1939 Appellant took as a deduction

one-half of said living expenses of his wife Ina

Claire Wallace incurred in Hollywood after the

date of the marriage of Appellant and said Ina

Claire Wallace in 1939 and after said Appellant

and said wife had established theii* residence and

home in the city and county of San Francisco State

of California. Appellee has not questioned the cor-

rectness of the amount deducted by Appellant in

deductible at all, nor has Appellee questioned the

right of Appellant to deduct one half of deductible

living expenses under the laws of California relat-

ing to community property deductions and under

the Provisions of the Internal Revenue Code relating

to Income Tax. Appellee disallowed the deduction

claimed in Appellant's return as not being within

the deductions allowed by Section 23(a) (1) of the

Internal Revenue Code. Appellant claims that his

wife Ina Claire Wallace was traveling in pursuit

of a trade or business during the period when she

was engaged in making the picture at Hollywood.

Appellee denies this and the Tax Court of the

United States by its decision of May 7, 1943, sus-

tains the denial of Api3ellee. Appellant contends

that even tliough his wife Ina Claire Wallace so-

journed in Hollywood during the period involved

that fact did not preclude Appellant from claim-

ing as a proper deduction one-half of her living

expenses while in Holh^vood since it is admitted

by the Appellee that this Appellant did not make
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his home in Hollywood, California but at all times

lived and made his home in the city and county of

San Francisco.

Respectfully submitted,

(Signed) WILLIAM R. RAY
Attorney for Appellant.

[Endorsed] : T.C.U.S. Filed Aug. 4, 1943. [30-31]

The Tax Court of the United States

Washington, D. C.

Docket No. 110144

INA CLAIRE WALLACE,
Appellant

V.

COMMISSIONER OF INTERNAL REVENUE,'
Appellee

PETITION FOR REVIEW

Appellant files this her petition for review by

the United States Circuit Court of Appeals for the

9th Circuit of the decision of the above entitled

court rendered May 7, 1943.

Apppellant field with the Collector of Internal

Revenue in San Francisco, Calirornia, her income

tax return for the calendar year 1939. Said Collec-

tor's office is within the 9th Circuit of the United

States Circuit Court of Appeal.

This matter is a companion matter with the mat-

ter of William R. Wallace, Jr., vs. Commissioner of

Internal Revenue Docket No. 110143 in which a
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petition for review is beiii^ filed this day. The con-

troversy involves an assessment of a deficiency in-

come for the calendar year 1939 in the amount

of $503.41. The question in issue in this proceedinj^

and in the companion proceeding above referred to

is whether the living expenses of the Appellant

for a portion of the year 1939 while she was en-

gaged in making a motion picture in Hollywood,

California under contract with Loew's Inc. and

after the date of her marriage to Wil- [32] liam R.

Wallace Jr., a resident of and maintaining a home

in San Francisco, California are deductible under

Section 23(a) (1) in computing Appellants taxable

income.

In her return for the year 1939 Appellant took

as a deduction one-half of her living expenses in-

curred in Hollywood after the date of her marriage

to William R. Wallace Jr., and after Appellant and

said William R. Wallace Jr., had established a home

in the City and County of San Francisco, (the other

one-half of said expenses and one-half of the in-

come were reported in the return of William R.

AVallace Jr., and are the subject of controversy in

the matter of William R. Wallace Jr., vs. Commis-

sioner).

Appellee has not questioned the correctness of

the amount deducted by Appellant, if deductible at

all. Appellee disallowed the deduction claiiiied in

return as not being within the deductions allowed

b.y Section 23 (a) (1) of Internal Revenue Code.

Appellant claims that while in Hollywood and dur-

ing the period involved she was traveling in pursuit

of a trade or business. Appellee denies this and the
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Tax Court of the United States by its decision ren-

dered May 7, 1943, sustains the denial of Appellee.

Respectfully submitted,

(Signed) WILLIAM R. WALLACE JR.,

Attorney for Appellant.

[Endorsed] : T.C.U.S. Filed Aug. 4, 1943.

[33-34]

The Tax Court of the United States

Docket No. 110143

In the Matter of

:

WILLIAM R. WALLACE, JR.,

Petitioner,

V.

COMMISSIONER OF INTERNAL REVENUE,
Respondent.

Docket No. 110144

In the Matter of

:

INA CLAIRE WALLACE,
Petitioner,

COMMISSIONER OF INTERNAL REVENUE,
Respondent.

REPORTER'S MINUTES

Hearing at Federal Court Room No. 401, Civic
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Auditorium, San Francisco, California, on the

1st day of February, 1943, at 11:15 o'clock A.M.

The above-entitled proceedings came on for hear-

ing on this 1st day of February, 1943, before the

Honorable Charles P. Smith, Judge, the Tax Court

of the United States, [37] San Francisco, Califor-

nia, pursuant to notice of hearing heretofore given,

whereupon the following proceedings were had, to-

wit:

APPEARANCES:

William R. Wallace, Jr. and W. R. Ray (310 San-

some Street, San Francisco, California) ap-

pearing on behalf of the Petitioners.

Arthur L. Murray, (Honorable J. P. Wenchel, Chief

Counsel, Bureau of Internal Revenue,) ap-

pearing on behalf of the Commissioner of In-

ternal Revenue, Respondent.) [38]

PROCEEDINGS

Judge Smith: We will take up Docket Nos.

110143, WiUiam R. Wallace, Jr., and 110144, Ina

Claire Wallace.

Mr. Wallace: If your Honor please, in these

matters I should first like to move the association

of Mr. W. R. Ray as counsel in place of R. P. Nor-

ton, who is counsel of record. Mr. Norton has en-

tered the Navy and I ask that Mr. Ray take his

place.
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Judge Smith : That request is granted.

OPENING STATEMENT OF WILLIAM R.

WALLACE, ATTORNEY FOR PETITIONERS

Mr. Wallace: In this matter, your Honor, we
have taken the deposition of the petitioner Ina

Claire Wallace and, except for some testimony that

I will have to give as the other petitioner, there

will be no other testimony.

This matter involved is deduction of expenses

while the petitioner, Ina Claire Wallace, who is an

actress, was engaged in the making of a motion

picture in Los Angeles. There is no dispute as to

the amount of any of the deductions. The sole

question is as to the propriety of the deductions

under the statute. The respondent's position is that

they were personal expenses incurred while she

had what might be called a business residence in

Los Angeles. Our position is that they were expenses

incurred while away from home while engaged in a

business or profession. [39]

The case differs, your Honor, from the run-of-the-

mill cases of this kind in this respect : It is, so far

as I know, and I think Mr. Murray will agree so

far as he knows, the first time that the question of

the effect of the California Community Property

Law on this question of deductions for expenses has

arisen, and so that your Honor may see the signifi-

cance of the testimon}^ both in the deposition and

the testimony that I will later give, I just point out

the fact that under the community property statute

of the State of California both spouses have a pres-
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ent equal and existing- interest in tlie community
property and that the eonmnmity jjroperty is under
the control and manaj^ement of the husband. In
other words, the income of the wife as community
income is part of the community property and is

imder the control and management of the husband.

It is a point that we are raising here that, so far

as I know, has not heretofore been raised in any
of these deduction cases that I have been able to

find.

I just want to make that much of a statement

so that your Honor would appreciate that most of

the testimony we have here given and practically

the only denials in the government's answer to the

petition are residence denials. The important ques-

tion here is the question of residence.

I may also say in that connection that our Cali-

fornia statute on residence is clear and specific.

It [40] says (1) that you can only have one resi-

dence and that the residence of the wife is the resi-

dence of the husband.

I may just recite another factor, too, that is un-

disputed. I, one of the petitioners, am a lawyer

who lives in San Francisco and have lived here

many years and have maintained my residence and
business here. The petitioner Ina Claire Wallace
and I were married during the taxable year of

March 16, 1939. That is the reason for testimony

as to residence prior and residence after that date.

I think, Mr. ^lurray, with respect of the aeposi-

tion of the petitioner Ina Claire Wallace the origi-

nal has been filed.
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Mr. Murray : May I say a word for the respond-

ent before we get into that ?

Mr. Wallace : All right, sir.

OPENING STATEMENT OF ARTHUR L.

MURRAY, ATTORNEY FOR RESPONDENT

Mr. Murray: It is respondent's position, if your

Honor please, that Miss Claire had entered into a

contract to spend a certain time, something near to

a year, in Los Angeles before she became married

to Mr. Wallace or before she had even intended to,

and that she had come from New York to do so.

It is the respondent's position that the Board has

already held that a person may have a business [41]

residence as distinguished from a home residence

for the purpose of deducting business expenses.

There are cases that the Board has decided, w^hich

I will cite in my brief, with respect to that. It is

the respondent's position, further, that the marriage

to Mr. Wallace didn't change that at all and that

the facts will show that it didn't change that situa-

tion, and that, on the contrary, they will show that

Mrs. Wallace's business residence from November,

1938 until some time in September, 1939, was Los

Angeles and that her personal living expenses, which

these are—rent, food, and so on, as has been stipu-

lated in the deposition—were not deductible as busi-

ness deductions either by herself or by her hus-

band.

One thing to clarify the record a little bit. The

returns will show that Mr. and Mrs. Wallace di-
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vided tlieso living expenses of Mrs. Wallace at Los

An.ij^eles just as they divided certain of her income

foi- the period after their marriage, which was in

March, 1939, until she left Los Angeles in Septem-

ber, 1939. That is why both petitioners are here,

because they have divided what the respondent

claims are personal living expenses of Mrs. Wallace

from the time they were married until the end of

her contract in Los Angeles, and they have each

taken half of that total deduction. That's what

brings both parties here.

Mr. Wallace : If your Honor please, in this mat-

ter [42] the deposition of the petitioner Ina Claire

Wallace was taken on oral stipulation. Counsel for

the petitioners and counsel for the respondent

Mr. Murray: I am agreeing that the Court's

rule against notice, and so forth, may be waived,

if it please your Honor to do so, with respect to

this and that the deposition be accepted subject to

one objection that I made here, which I would like

to ask your Honor to take under consideration and

rule on. Then it is agreeable to both parties, if it

is to your Honor, that the deposition may be ac-

cepted as it is.

Judge Smith: What is the objection?

Mr. Murray: On page 3 of the deposition coun-

sel for the petitioner asked this question of Mrs.

Wallace, and I am quoting: '*After your marriage

on March 16, 1939, will you state where you actu-

ally resided during the balance of that year?"

And I made the following objection there: "I
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would like to object to this as calling for a con-

clusion of the witness."

Now, it is true that as she answered the question,

I don't know that she ever answered that direct

question, but I wanted to call your Honor's atten-

tion to the fact that that was calling for a conclu-

sion of this issue that is before the Board and to

the extent that she answered it [43] as such my
objection goes.

Judge Smith: Well, wasn't that all cleared up

on your cross examination as to what she meant by

that?

Mr. Murray: I think it was, if your Honor
please, but I wanted the record to show that I had

registered the objection to the conclusion. It is my
impression that your Honor will disregard the con-

clusion an}^vay, perhaps, but I wanted to be on

record as calling your attention to it.

Mr. Wallace: I may say in that connection,

your Honor, it was not my intent to in any way
attempt to bind the respondent by a conclusion and

in the next question I so framed the question. The

particular question to which the objection was made

was not answered. I then asked and put in these

words "in other words, what cities or places you

were in." I was attempting to fix here what we may
call her geographical location during that period

and I will stipulate that, so far as any conclusion

of the witness is concerned as to the legal meaning

of the residence

Judge Smith: Well, that wouldn't bind the

Board anyway. The objection is overruled.
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Mr. Murray: O. K.

Judge Smith : Do you want to note an exception ?

Mr. Murray : An exception, yes.

Judge Smith : An exception is noted.

Mr. Wallace: In connection with the deposition,

[44] your Honor, there was introduced and it should

have been made a part of the record of the deposi-

tion a photostatic copy of the written agreement

between the petitioner Ina Claire Wallace and

Loew's, Inc. I ask leave to file the exhibit with the

court. It should have been attached to the deposi-

tion, but by reason of the fact that it took so long

to get it photostated we agreed to bring it here this

morning and let it be attached.

Mr. Murray: No objection. We read into the

stipulation that we were withdrawing it to photo-

stat it and then we would introduce it here. It may
be introduced as an exliibit, if your Honor please.

Mr. Wallace : It should be marked as Petitioner's

Exhibit A. It is so referred to in the deposition,

and in order to create no confusion I think that

Judge Smith: It would create less confusion if

we simply receive it as Petitioner's Exhibit 1 at

this time. It will be marked Petitioner's Exhibit 1

and received in evidence.

(Photostatic copy of contract referred to

marked Petitioner's Exhibit No. 1 and re-

ceived in evidence.)
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PETITIONER'S EXHIBIT No. 1

New York, November 18tb, 1938.

Miss Ina Claire,

New York, New Y^ork.

Dear Miss Claire:

Coincident with the execution of your contract

with Loews, Inc. dated November 18th, and in

modification thereof, it is understood as follows:

First: Re Paragraphs "1" and "3":

The date "November 22, 1938" contained in the

above paragraph is to be changed to read '*Novem-

ber 23, 1938".

Second: Re Paragraph **13":

Your obligation "to furnish all modern ward-

robe and wearing apparel" shall be limited to in-

clude only such wardrobe and wearing apparel of

which you may be possessed or may in the future

acquire as part of your regular wardrobe and wear-

ing apparel.

Third: Re Paragraph "17":

In lieu of the words "with a copy to Lyons &

Lyons Agency, Hollywood, California" insert the

words "with a copy to you, c/o Lyons & Lyons

Agency, Hollywood, California, or such other ad-

dress as you may designate to us in writing."

Fourth : Re Paragraph " 18 "

:

The following shall be added to the first sentence

thereof

:

"It is imderstood and agreed that the phrase

"completion of services" as herein provided shall

be construed as completion of your services in ac-

tual shooting only and shall not include services in

connection with retakes and/or changes."
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Firtli: Re: Paragraph "23":

The word "hereinafter" contained on line 3 shall

he changed to reach "hereinabove".

Sixtli: Paragraph "25" is to be eliminated in its

entirety and in lieu thereof the following piovision

is to be inserted:

"During your stage year, the following is the

procedure as to our right of recall : You are to

notify us when you have obtained a role or if you

are available for recall by reason of your having

abandoned your intention of obtaining any role.

In any event, if you do not so obtain a role within

ninety (90) days from the time you leave our

studios for such stage year, you shall be deemed

available for recall. If you are available for recall

either by reason of having abandoned your inten-

tion of obtaining a role or by reason of having

failed to obtain a role within said ninety (90) day

period, then we have the option thereafter in that

stage year (October 1st to October 1st) to recall

you (i.e. again to take your services) by giving you

at least one week's prior written notice, which must

be given not later than thirty (30) days after the

date you are available, so to return to us, at a date

set forth in said notice, which date in such notice

than

must not be later/sixty (60) days from the date

you are so available, and you agree so to retui'n

to us and continue your services with us for the

full remainder of such stageyear. If we do not

exercise this option, it does not effect our right to



48 William B. Wallace, Jr., vs.

Petitioners Exhibit No. 1— (Continued)

i;o on with your services for the next picture year,

for wliich we have exercised the option.

If within ninety (90) days as above provided,

you so obtain a role in a stage play and so notify

us, then you agree to give us as earl}^ notice as

practical, of the date your services in this play will

end, and such notice must be given to us in any

event not later than two (2) days after you receive

your notice advising you of the date of the closing

of such play, and then we have the option during

the remainder of such a stage year to recall your

services at a date therein to be set by us in such

notice, which date shall not be earlier than one (1)

week after the date you have so informed us your

services in the play will end, and not later than

sixty (60) days after your giving us notice of your

availability as aforesaid.

Anything herein to the contrary notwithstanding,

it is understood that if the said play in which you

may appear should close, and you shall have given

notice of your availability, you shall have the right,

within two (2) weeks from the date of the giving

of said initial notice in which to give a second

notice setting forth the name of the proposed sec-

ond play in which you intend appearing and en-

close with said second notice a copy of the proposed

script of said second play. You shall then have the

right to appear in said second play and should you

appear in said second play, your obligation to give

notice of the closing thereof, and our right to re-

call you upon the closing thereof shall be the same
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as hereinabove provided in connection with the

first play. It is understood, however, that we shall

have the right to recall you despite the giving of

such second notice if we, in good faith, disapprove

the script of such contemplated second play on the

ground that your performance in such second play

would be prejudicial to your stage and/or motion

picture career, by written notice sent by us to you

within one (1) week after receipt of your second

notice and script as aforesaid, but it is understood

that we may not disapprove said second script and

recall you merely because we desire to have you

render services to us.

If we do not exercise our right to recall you

after the closing of your first play, it is under-

stood that you shall be free to accept any other

stage engagements throughout the remainder of

such stage year and that we shall not be entitled

to your services throughout the balance of such

stage year.

Seventh: Re Paragraph ''28".

The above paragraph is to be amended by delet-

ing the period at the end of said paragraph and in-

serting the following: "Provided all 'shots' taken

of you in said picture are eliminated before the

release thereof."

Eighth: Re Paragraph "31".

After the word "years" on the tenth line thereof,

add the words "for which you have been recalled."

Also, add the word "to" on the first line of this

paragraph after the words "in addition".
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Except as hereinabove modified, the aforesaid

agreement between us of even date shall remain in

full force and effect.

If the foregoing meets with your understanding,

kindly sign and return a copy of this letter and

same shall constitute our binding agreement.

Very truly yours,

LOEWS INCORPORATED
By (Signature illegible)

Vice-President

Accepted and Approved:

INA CLAIRE

New York, November 18, 1938.

Miss Ina Claire

New York City

Dear Miss Claire:

1. We now engage your exclusive services com-

mencing upon your arrival at our studios in Culver

City, California, which you agree will be No-

vember 22, 1938, and continuing until and includ-

ing September 30, 1939. You assure us you have

no obligations to others preventing you from en-

tering into and fully carrying out the terms of this

agreement.

2. The services generally which you agree to

render us are acting, posing, dancing and singing,

talking and rendering sound effects, vocal and in-

strumental, for recording and reproduction, as a

motion picture actor for motion pictures of vari-
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ous types, as well as any other present or future

kind of motion picture productions, including sound,

silent, talking, musical and televised motion pic-

tures, and such other services are are now or may
from time to time hereafter be performed by our

other actors.

3. For these services and the rights herein

granted we will pay you, and you agree to accept

in full therefor, compensation at the rate of Two
Thousand ($2,000.00) Dollars per week for each

week you shall actually have rendered services to

us hereunder as, when and wherever required by

us. Any compensation due you hereunder shall be

payable on Saturday of each week for services ren-

dered up to and including the Wednesday preced-

ing. During the above term, we guarantee you

compensation at the above rate for 40/52 of the

above period (November 22, 1938, and to October 1,

1939 and may lay you off w^ithout pay for an aggre-

gate of not exceeding the remaining weeks of the

term ; and similarly for each optional term (if any)

hereimder granted us in paragraph "16" w^e so guar-

antee you your stated salary for a period of aggre-

gate of periods of not less than forty weeks for each

twelve months term for w^hich an option is exercised

hereunder, and may lay you off without pay for an

aggregate of not exceeding the remaining wT.eks of

each such term, and subject to each such minimum
guarantee you shall be deemed to be laid off without

pay when you are not actually appearing in a pic-
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ture or rendering any of your other required serv-

ices under this contract. This guarantee is sub-

ject to your always being ready, willing and able

to perform your services herein provided, and in

the event of any suspension of this agreement or

elimination of compensation as herein provided,

we may reduce this guarantee b}^ an equivalent

period. During such layoffs you need not report at

our studios.

4. You agree to comply with our reasonable stu-

dio regulations and render such services under

our direction and in roles selected by us and to the

best of your ability and wherever required by us,

and you agree not to render any services to others,

and not to write, act or appear for your own bene-

fit in connection with any dramatic performances

or entertainment during your employment with

us or while we have options on your services which

we may exei'cise, except you agree that we may

lend your services to others in any capacity in

which you are required to render services hereunder

(and with the same incidental advertising and other

rights in connection therewith as we have hereun-

der), and you agree to render same to the best of

your ability. Any breach of this agreement by such

others shall not be considered as to us a breach

of or ground for termination of this agreement so

long as we pay you your compensation named

herein as it becomes due, which payments we al-

ways agree to make as herein provided, but never-

theless in the event of any breach by any other to



Commissioner of Internal Revenue 53

Petitioners Exhibit No. 1— (Continued)

whom your services are loaned by us, then as to the

])articular services which may be loaned, you shall

he released from the obligations to render further

services to such other person, firm or corporation.

5. If we request, you will also render your serv-

ices to us hereunder in the recording, broadcasting

and/or transmission of your likeness, voice and/or

other sound effects by television, and/or by other

electrical or mechanical means, your services of

such nature to be rendered both in or in connection

with the production or presentation of our motion

pictures and the publicity thereof, whether or not

the same be in connection with any kind of present

or future motion pictures. You agree to render

your services to us as an actor in television pro-

ductions. In addition to the right to your exclusive

services hereunder, we shall always own all rights

of every kind and character, now or hereafter

known, including copyright and its renewal and ex-

tension, in and to all products or results of any

services of any kind or nature you render to us,

and we shall likewise have the j^erpetual right to

use your name, voice and likeness in connection

therewith, as well as in connection with the adver-

tising thereof. You also grant us the right and au-

thority, to use and distribute and to authorize and

license others to use and distribute your name, pho-

tographs and other reproductions of your likeness

and of your voice, for any adA^ertising or commer-

cial purposes, including use in connection with the
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products and business of others unconnected with

motion pictures, and regardless of whether or not

any such authorized use constituted exploitation of

yourself or of any of our photoplays ; and it is agreed

that the right and authority hereby granted by you

shall be exclusively vested in us and in our licensees

during the term of this agreement, including its op-

tional periods, and for such term and periods j^ou

agree not to authorize or permit others to make any

such use of your name, testimonials or photographs,

and we may in your name restrain and/or prose-

cute others for any such use not so authorized

by us; and it is further agreed that commencing

upon the expiration of the term of this agreement,

including its optional periods, and continuing there-

after during the distribution life of any photo-

T)lays in which you shall have appeared for us dur-

ing said term and periods, we may use and author-

ize and license others to use such rights granted us

but such use during such latter period shall be non-

exclusive. You confirm in us full right to adapt,

change, take from, add to, and use and treat in

every way any and all products of your services to

us. We may *' double" or "dub" your roles and

your acts, poses, plays and appearances, and/or

your voice sound eifects and recoi-dings both in Eng-

lish and other languages.

6. You agree that your conduct during the term

hereof will be such that it will not contravene pub-

lic conventions or morals; and that during such pe-

riod you will not commit any act tending to degrade
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you in society or bring you under public denounce-

ment or into public contempt or ridicule or tending

to shock or offend the community or pr^gudice us

01' the motion picture, theatrical or radio industry

in general.

7. We agree that your name will appear on all

positive prints of photoplays produced by us in

which you appear. The foregoing shall not apply

to "trailers" and in any event no inadvertent or

casual failure on our part to comply with the provi-

sions of the first sentence of this paragraph shall be

deemed to be a breach of this agreement by us.

8. (a) If by reason of mental or physical dis-

ability, or for any other reason, you shall be incapaci-

tated from the full performance of this agreement, or

if your jDresent facial or physical appearance or voice

shall change, or become altered, materially detract-

ing from your appearance on the screen or inter-

fering with your present ability to perform the re-

quired services hereunder, thereupon this agree-

ment shall be suspended, both as to services and

compensation, during the period thereof, and at our

election your current term of employment hereun-

der may be increased for a period equivalent to

the period of such suspension, and if such disability

or incapacity continues for an aggregate of over

three (3) weeks during any term hereof, we may,

at our option, cancel and terminate this agreement.

Should we pay j^ou any monies or comi)ensation for

or during any part of any suspension period, such

mav be deducted from any compensation earned
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after such suspension, and any overpayment of any

kind will be returned by you upon demand, but this

shall not be deemed to limit or exclude any other

rights of credit or recovery we otherwise may
have.

(b) In event of your failure, refusal or neglect

to perform your services hereunder to the full

limit of your ability and as instructed by us, or to

observe any of your obligations under this agree-

ment, we shall then have at our election, all, or

any, or either of the following rights: to terminate

this agreement; to eliminate all compensation for

and during such period of non-performance, and

also, if we elect, to extend your then current term of

services for a period equivalent to the period during

which such nonperformance shall have continued,

and if at or during the time of such failure, re-

fusal or neglect j^ou have been cast in a photoplay

or directed to render any other services hereunder,

we may (whether or not we so extend your term)

also eliminate all compensation to you and in ad-

dition may suspend this agreement during the pe-

riod which reasonably would have been required

to complete the portrayal of your said role or to

render such othei' services, and if we elect, may also

extend the provisions of this agreement for a like

period of time. We shall also have the right, at

our option, to extend the term of this agreement

for a period of time equivalent to any leave or

leaves of absence granted you during the term

hereof.
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(c) In tlie event that at any time during the

term hereof we oi- any person to whom your serv-

ices are loaned hy us should be materially inter-

rupted or interfered with in the preparation, pro-

duction or completion of photoplays by reason of

fire, casualty, accident, riot, war, act of God, strike,

lockout, labor conditions, executive or judicial or-

der, enactment of any Municipal, State or Federal

ordinance or law, or by any other cause of the same

or any similar kind or charact^*, or if b}^ reason of

the illness or incapacity of any principal member of

the cast (other than yourself) or of the director of

any photoplay in which you are rendering or are

scheduled to render your services, the production

of such photoplay is suspended, interrupted or

postponed, or if the majority of the first run motion

picture theatres in the United States shall be

closed for a week or more, or in the event of any

local or national emergency or condition adversely

and materially affecting our industry or studios,

then the obligations of each may be at our option

suspended during the period of such interruption,

interference, closing, emergency or condition (and

the current term may also be extended by us for a

period equivalent to all or any part of any period

or periods during which any such e^-ent or events

shall continue), but if such suspension should con-

tinue for a period or aggregate of periods in ex-

cess of 12 weeks during any term hereof, then and

in that event either party may terminate this agree-
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ment by sending written notice to the other, except

that we have a week after the receipt of your no-

tice to us of desire to terminate, to resume pay-

ment of your salary from then on, thereby contin-

uing- this agreement in full force and effect.

(d) For the period of any suspension and/or

elimination of compensation exercised by us, as

above provided in (a), (b) or (c), your current term

shall be deemed interrupted during such period (but

during such period you may not render services to

others) and resumed immediately thereafter. If

your current term is extended under any provision

of this agreement, in each such case dates for exer-

cise of subsequent options and commencement of

each subsequent optional term will be postponed

accordingly, and if your current term is so extended,

it shall continue in each such case after such re-

sumption for a period equal to that portion of said

term which was unexpired at the commencement of

such suspension or elimination of compensation,

unless subsequently extended or terminated for

proper cause. In computing compensation to be

paid or deducted with respect to any period of less

than a week, the weekly rate shall be prorated at the

rate of one-sixth of the weekly rate per day.

(e) All the foregoing rights are in addition to

(and not in limitation of) any rights we may other-

wise have under this agreement or otherwise and

each are cumulative and none excludes or limits any

right or priority allowed by law or equity.
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(f) No waiver by us of any breach of any cove-

nant or provision of this agreement shall be deenned

to be a waiver of any preceding or succeeding breach

of the same or any other covenant or provision.

9. Nothing herein contained shall be construed

so as to require the commission of any act contrary

to law, and wherever there is any conflict between

any provision of this agreement and any material

statute, law or ordinance contrary to which the par-

ties have no legal right to contract, the latter shall

prevail, but in such event the provision of this agree-

ment affected shall be curtailed and limited only to

the extent necessary to bring it within the legal re-

quirements.

10. It is understood and agreed that the sei-vices

to be rendered by you hereunder, and the rights and

privileges hereunder granted to us by you, are of a

special, unique, unusual, extraordinary and intellec-

tual character which gives them a peculiar value, the

loss of w^hich cannot be reasonably or adequately

compensated in damages in an action at law, and

that a breach by you of any of the provisions of this

agreement will cause us irreparable injury and dam-

age. Accordingly, you agree that we may have

equitable and injunctive relief in the Courts to pre-

vent any breach of this contract on A'our part, and

in your name we may restrain any others from any

use of your services, likeness or voice (or amiounce-

ments to such effect), contrary to the provisions of

this agreement. But this provision shall not be
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construed as a waiver of any other rights we may

have in the premises for damages or otherwise.

(Sec. 11 eliminated.)

12. We shall have the right at any time and from

time to time to have you examined by such physician

or physicians as we may designate. Should we de-

sire to obtain insurance of any kind on your life or

in connection with your services to us, you agree we

may do so for our benefit but at our own cost and

expense, and you agree to submit to any medical

examination then requested and to execute such ap-

plications and instruments therefor as reasonably

may be required, but it is agreed that you shall have

no rights or interest in or to such insurance or any

proceeds thereof.

13. You agree to furnish all modern wardrobe

and wearing apparel necessary for any and all roles

to be portrayed by you hereunder; it being agreed,

however, that in the event so-called "character" or

"period" costumes are required, we shall supply the

same, but in no event shall we be required to furnish

shoes, hosiery, or underclothing, all of which shall be

supplied by you for any and all roles to be portrayed

by you hereunder. In each case all that is supplied

by us remains our property.

14. Your services hereunder are to be rendered

at such place or places as may from time to time be

designated by us. When you are required to render

your services on location (in any place other than

Culver City or Los Angeles or their environs), we
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agree to furnisli sucli necessary and reasonable

meals and transportation as may reasonably be re-

quired I'oi- you during and on account of the rendi-

tion o}' such services, and where in our judgment it

is necessary for you to remain on such location over-

night, we agree to furnish your necessary lodging;

but in no event, shall we be obligated to furnish you

meals and lodging costing more than $25. per day

for both meals and lodging. In the event we should

elect to produce a majority of our photoplays in any

other place (either in California or elsewhere) other

than Culver City or Los Angeles, then, at our option,

the reference in this agreement to Culver City or

Los Angeles shall be and be deemed to be a reference

to such other place.

15. You agree that until the expiration of the

term hereof, you will be available at all times at Los

Angeles, California, or at any other place w^e may
designate, unless excused in writing by us. You

further agree that if and when requested by us to

do so, you will report at our Studio, or at any other

I)lace we may designate, for wardrobe fittings, pub-

licity interviews, publicity photograph sittings and

for such discussions as we may deem necessary or

desirable ; it being understood, however, that no com-

pensation whatsoever shall be or become payable to

you for the compliance by you with such request

by us.

16. In consideration of your present employment

by us, you grant us the following separate options
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in the order named to extend the original term of

your emj)loyment for tlie following consecutive

terms (periods) of further employment below set

forth, your emplojTnent for each further term where

the option therefor is exercised, to be under the

same terms and conditions as herein provided, ex-

cept the rate of compensation per week for each

respective term shall be as below designated

:

(a) For Twelve (12) months at the rate of

$2500.00 dollars per week.

(b) For Twelve (12) months at the rate of

$3000.00 dollars per week.

(c) For Twelve (12) months at the rate of

$3500.00 dollars per week.

(d) For Twelve (12) months at the rate of

$4000.00 dollars per week.

Such options, or either or any of them, if we elect

to exercise the same, must be exercised by us in the

order named by written notice to you served as pro-

vided in ''17" hereof at any time not later than

thirty days before the expiration of the preceding

term. We may exercise one or more or all of the

options in the order named not already exercised,

but the exercise by us of any one or more of said

options shall not be construed as an election by us

not to exercise the remaining options. All options

granted us under this agreement for extending the

ter-m hereof, other than the options in paragraph

"16" hereof specifically set forth, may be exercised

by us by notice in writing to be served upon you at

any time prior to the expiration of the term hereof.
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17. All notices to you hereunder may be served

by service upon you i)ersonally, either in writing or

unless otherwise specified herein orally, or by send-

ing such to you by mail, cable and/or telegraph

(date of mailing, telegraphing or cabling to be date

of service) in care of our Culver City Studios or at

our election to your address last given us, with a

copy to Lyons & Lyons Agency, Hollywood, Cali-

fornia.

18. If at the termination of your employment

hereunder you are engaged on a particular picture

or pictures or other assignment in which your serv-

ices are not completed, we may nevertheless continue

your employment under the same conditions, and at

the rate of compensation existing immediately prior

to said termination, for such time thereafter as we

ma}^ desire your services in connection with such

picture, pictures or assignment, but not exceeding

sixty (60) days. As to retakes and changes not

made prior to the expiration of your term or the ex-

tension above provided, you agree that you will upon

our request (subject alw^ays to any prior engage-

ments you then may have) return and make such

retakes and changes (photography, and/or sound)

as we may desire, and we will pay you therefor your

transportation both ways, and a rate of compensa-

tion while so engaged at our studios equal to the last

rate of compensation you were receiving under this

agreement, except that such compensation shall be

paid only for the days on which you are actually so

employed.
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19. You represent and warrant that you have not

heretofore assigned all or any part of the compensa-

tion payable to you under this contract, and you

agree that no assignment by you of all or any part

of your compensation under this contract shall be

binding upon us unless our written consent to such

assignment is first had and obtained, and that you

will hold us harmless from liability to others by

reason of any purported assignment.

20. We may transfer or assign all or any part of

our rights hereunder to any major producer or pro-

ducer whose pictures receive distribution through a

major distributor, and this agreement shall inure to

the benefit of ourselves, our successors and assigns.

21. You agree to become a member in good stand-

ing of The Screen Actors' Guild, Inc., forthwith

upon the execution hereof and to be and remain so

for the duration of this agreement.

22. We agree to furnish you transportation and

drawing room from New York City to Culver City

for yourself and your maid, and if you go to Culver

City alone, we agree to furnish your maid with

transportation and lower berth at any later date you

designate during the present term.

(See Rider)

By signing below under the word "accepted" you
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accept this employment and this becomes the final

and coni})lete agreement between us.

Yours very truly,

LOEWS INCORPORATED
By .... [Signature Illegible.] ....

Vice-President

Accepted

:

INA CLAIRE, L. S.

State of New York

County of New York—ss.

On this 25th day of November, 1938 before me
came .... [Illegible] .... to me known, who, being

by me duly sworn, did depose and say that he resides

in the City of New York, that he is a Vice-President

of Loew's Incorporated, the corporation described

in and which executed the above instrument ; that he

knows the seal of said corporation; that the seal

affixed to said instrument is such corporate seal

;

that it was so affixed by order of the board of direc-

tors of said corporation; and that he signed his

name thereto by like order.

[Signature illegible.]

State of

County of —ss.

On this day of before me came

to me known, to be the individual de-

scribed in, and who executed the foreg'oing instru-

ment, and acknowledged that he executed same.
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Rider to contract dated November 18, 1938,

between Ina Claire and Loew's Incorporated

23. Anything to the contrary herein contained

notwithstanding it is agreed that at the end of the

present period of your services, and at the end of

each optional twelve month period hereinafter pro-

vided for in paragraph "16" hereof where option is

exercised, you may, at your election, under the terms

and conditions hereinafter provided, call for and

take an intervening period of one (1) year as a lay-

off under suspension of this agreement to permit

your appearance on the spoken stage and for your

performances of such radio services as hereinafter

permitted, each of which intervening periods shall

be classed and is herein referred to, as a stage year.

If such stage year is not so taken by you and there-

fore does not so intervene, then the procedure under

this contract shall be as otherwise provided, that is,

for illustration, your exclusive services to us for the

present period ending October 1, 1939, shall be fol-

lowed without break by your services for the first

optional period (if we exercise our first option by

September 1, 1939) ; and if you do not exercise your

right to take the next stage year, i.e., a year after

the fii'st optional period, then the second optional

year under ''16" shall follow, if we exercise that op-

tion, and similarly for all later years. But, for

illustration, if you elect to take a stage year after

the present term, then the year from October 1,

1939 until October 1, 1940, shall be classed as a stage
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year, and your first optional year (if we exercise

that option) shall tlien begin October 1, 1940 in

place of October 1, 1939. Your failure to ask for

any stage year, does not debar you from asking- foi-

the next stage year to which you may be entitled, for

you have the right to insert an intervening year, as

a stage year, after each picture, and we use the term

picture year to mark and distinguish the present

term (which is called a picture year though slightly

less than full year), and the optional terms of one

(1) year each under paragi-aph ''16", from your

intervening stage years.

But we may, under the conditions and contin-

gencies herein provided, be entitled to secure your

services during a stage year, and in that case such

services are in addition to your services to us during

the picture years.

To entitle you to any stage year, you must give us

written notice requesting such, not later than the

first day of August preceding the commencement of

the stage year requested, that is, if you should wish

to have October 1, 1939 to October 1, 1940 as a stage

year, this notice must be given us by August 1, 1939.

It is particularly agreed however, that we always

have the right before we release you for a stage

year, fully to complete your services upon any mo-

tion picture as to which you are then working or

cast (and this shall be classed as services in your

picture year in which the picture was begun) except

we cannot exercise this right of completion unless we
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have begun your services ui)on that particular pic-

ture by September 15th of that yeai*. Subject to the

foregoing, we must, after so receiving your notice

that you are taking an intervening stage year, ar-

range to let you leave us at the beginning of your

stage year, to wit, by October 1st. To illustrate, if

you should notify us August 1, 1939 that you desire

to have October 1, 1939 to October 1, 1940 as a stage

year, then we must release you on October 1, 1939,

except we could hold you over until we had com-

pleted your services on any pictures in which your

services had begun prior to September 16, 1939.

And we can so hold you over regardless of whether

we have, or have not, exercised our next optional

period (for the next picture year) under paragraph

24. During your picture years (this term includ-

ing your present term of services), you are to per-

form no services and make no appearances for any

others, your services being exclusive to us during

said period. During each of your stage years, you

may not perform any services for others, or make

any apeparances, except as follows : appearances on

the spoken stage, but only in the break-in run of a

J)! ay, in the New York City run thereof, and in its

road runs covering the "principal" cities of the

United States, that is, those cities known in the

theatrical profession as the cities in which first class

road companies are accustomed to show, for you are

not to appear on the stage in any play in cities other

than cities of this class, except in break-in rims.
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You may also, in such stage years (except during

the remainder of such a year after you are recalled

and eni])loyed by us in i)icture work) give not to

exceed six (6) individual broadcasts in each stage

year, and by individual broadcasts is meant l)road-

casts where you are a guest performer and not a

regular member of the program, and you may not

appear more than twice as such guest performer on

any one program in any stage year, provided, you

are never to appear on any radio program which

publicises any motion picture of any other motion

picture company.

25. During your stage year, the following is the

procedure as to our right of recall : You are to

notify us when you obtain a role, and if you do not

so obtain a role and so give us notice thereof that

you are available to us within ninety (90) days from

the time you leave our Studios for such stage yeai',

then we have the option at any time thereafter in

that stage year (October 1st to October 1st) to re-

call you (i.e. again to take your services) by giving

you at least one weeks prior written notice which

must be given not later than thirty (30) days after

the date you are available, so to return to us, at a

date set forth in such notice, which date must not be

later than sixty (60) days from the date you are so

available, and you agree so then to return to us and

continue your services with us for the full remainder

of such stage year. If we do not exercise this op-

tion, it does not effect our ri^ht to go on with vour
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services for the next picture year, for which we have

exercised option.

If within tlie ninety (90) day period above pro-

vided, you so obtain a role in a stage play and so

notify us, then you agree to give us as early notice

as practical, of the date your services in this play

will end, and such notice must be given to us in any

event not later than two (2) days after you receive

your notice advising you of the date of closing of

such play, and then we have the option during the

remainder of such stage year, to recall your services

at a date therein to be set by us in such notice, which

date shall not be earlier than one week after the

date you have so informed us your services in the

play will end, and not later than sixty (60) days

after our giving you said notice of recall.

26. Upon your return to us in a stage year by

reason of our exercising either of the above options

during such stage year (i.e. your failing to obtain

a role within ninety (90) days, or by reason of the

closing of a play in which you appear before the end

of that stage year), then we have your services

under the terms of this contract, for the remainder

of your stage year, and these services shall be in

addition to and not affect our rights to your services

(if we exercise options) under the optional periods

(picture years) for the full periods of twelve (12)

months each and at the rate of compensation therein

provided. Beginning with your return to us in such

a stage year, we then must pay you for your services
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to us hereunder for the remainder of such stage year

(provided, of course, that we have had your services

for the full period of the preceding picture year, and

there are no defaults on your part or inability to

perform which would entitle us to your additional

services at the prior rate of compensation, for in

such cases we can use you at the former rate for a

period corresponding to such default or disability)

at the same rate as is provided for in your next pic-

ture year, and provided you keep your obligations

and are ready, able and willing to so render your

services to us, we then guarantee you compensation

for the remainder of your stage year (at this rate)

for 40/52 of the said remaining period of your said

stage year. For illustration, should you render

your services fully during the present term but take

as a stage year, October 1, 1939 to October 1, 1940,

and we (having a right so to do) recall you as of

April 1, 1940, we must pay you at the rate of

Twenty-five hundred ($2500) Dollars per week, for

your services rendered betw^een April 1, 1940 and

October 1, 1940, and we guarantee you for this six

(6) months i3eriod a total tw^enty (20) weeks com-

pensation, but could lay you off wdthout pay for the

remaining weeks, or use you for some or all of the

remaining weeks for this same rate of compensation.

In the illustration above, you then could not take

as a stage year October 1, 1940 to October 1, 1941,

for that would be reserved to us as your first oi)-

tional period (picture year).
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27. You agree that you will not in any event en-

ter into any commitments, or contracts for your

services to others, for or during any stage years,

Avhich could prevent your return to us at the end of

that stage year, (i.e. October 1st), as in every in-

stance we have absolute right to your services for

a full picture year immediately upon the conclusion

of any stage year and you agree in any event and

without notice to report at our studios ready, able

and willing to perform your services on October 1st

of each picture year as to which we have exercised

our option.

28. It is understood and agreed that we may not

use you hereunder in more than five (5) motion pic-

tures during any year, October 1st to October 1st,

(stage or picture year), a picture to count in the

year in w^hich your actual services therein begin, for

by this we mean we are not to begin your actual

services in more than five (5) pictures (foreign ver-

sions of a picture are included as part of the picture

and shall not be deemed separate pictures) in any

year (October 1st to October 1st), except that if we

begin your actual services in a picture, and you are

taken out within two (2) weeks after you so begin

your services, said picture is not to count as one of

the five (5) pictures in which you have rendered

your services.

29. The following shall supplement printed "5"

hereof: If we request, you will also render your

services to us hereunder in the recording, broadcast-

ing and/or transmission of your likeness, voice
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and/or otlier sound effects by radio, but it is agreed

that you si i all be required so to broadcast only once

with respect to or on a program for the publicity

of any photoplay in which you shall appear, and we

may not compel you to broadcast otherwise for us,

and each broadcast shall be from the place or vi-

cinity where you shall be at the time. It is further

agreed that nothing contained in said paragraph

*'5" hereof, shall prevent the use of your name and

likeness by yourself or others in connection with

stage productions or radio performances in which

you appear in your stage years as permitted herein,

or in connection with dress designing permitted

under "36" hereof.

30. It is understood and agreed that during each

stage year, if you elect to take same, this agreement

is in every way extended and every period, term and

provision pertaining to the time element is corre-

spondingly postponed, and during each such stage

year you are, of course, to receive no compensation

from us, except if we recall and employ you as above

provided.

31. In addition any other provisions of restric-

tion herein, so long as your services are engaged

imder your options to us or otherwise hereunder, or

we have options which we may still exercise, it is

understood and agreed that you will not at any time,

either for yourself or for others, perform any serv-

ices of any kind in or in connection with motion

pictures or television, for your said motion picture
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and television services are to be exclusive to us, and

as to the present term and the periods under which

you are actually engaged to us under the options,

or for remainders of stage years, your employment

and services are exclusive to us in every respect.

32. With respect to each of your picture years

(including the present period) we agree that you

will receive at least one lay-off of at least six (6)

consecutive weeks, provided, however, that we may

recall you during such or any lay-off period, for re-

takes and added scenes, and further provided, how-

ever, that if you have not had such a six weeks lay-

off in a picture year, and there remains insufficient

time at its end to lay you off for a period of at least

six (6) consecutive weeks, we may in such case com-

ply with the above by laying you off for the remain-

ing unexpired balance of such term, even though

such unexpired balance is less than six (6) weeks,

but in such case, if you do not take a stage year and

a picture year immediately follows, your lay-off is to

continue into that next picture year sufficiently to

give you your full six (6) weeks of lay-off.

33. In connection with printed paragraph "7", it

is agreed that you are to receive first featured fe-

male billing on all positive prints of photoplays pro-

duced by us in which you appear. And you are to

have similar billing on all printed advertising issued

by us of photoplays in which you so appear if any

other featured players are therein billed. You un-

derstand we may advertise or jjublicize a picture in

which you ai)pear, merely by name, or may mention
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only th(» name of the picture, or the name and the

stars and/or director and may omit your billing on

such advertising if we do not mention any otlier fea-

tured players. If at the commencement of your

services hereunder you appear in the motion picture

photoplay, now tentatively entitled "I Take This

Woman", we agree in this particular instance only,

to give you such featured billing on the positive

prints and advertising issued by us of such photo-

play which will be at least seventy-five i)ercent

(75%) in height of type of that of the type we use

to bill on such prints our stars Spencer Tracy or

Hedy LaMarr.

34. If this contract is suspended or we refuse

(with legal right so to do) to pay you compensation

pursuant to any right we may have under said con-

tract or by law, by reason of your failure, refusal or

neglect to perform the terms and conditions of this

contract on your part to be performed, then we shall

have the right, at our option, to extend the period of

employment during which supension and/or refusal

to pay occurs for a period of time equivalent to the

duration of the suspension and /or of the refusal to

pay, which right may be exercised by us in notice in

writing served upon you not later than one week

after the expiration of such suspension or refusal

to pay. Should we exercise the foregoing right of

extension, then the running of the period of employ-

ment concerned shall be deemed to have been inter-

rupted during the period of the suspension or re-

fusal to pay because of which the extension is made
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and to have been resumed immediately upon the

expiration of such suspension, or upon the resump-

tion of payment of compensation, and to continue

from and after the date of such resumption for a

period equal to the unexpired ])ortion of the term of

period concerned at the time of the commencement

of such suspension or refusal to pay, subject to sub-

sequent extension or termination for proper cause.

In the event of such suspension or extension by rea-

son of your failure or refusal or neglect to perform

the terms and conditions of the terms of this con-

tract on your part to be performed, you now agree

to waive the dates of the picture and stage years so

that we may have the right to extend such for a

period equal to such suspension and/or refusal to

pay compensation, and similarly the dates for the

exercise of any subsequent options and the dates for

commencement of any period or periods of employ-

ment following the period extended shall be post-

poned accordingly. In the event of your failure,

refusal or neglect to return to our Studios for your

services herein after we have given you notice re-

calling you during any stage year, in addition to

any other rights we may have hereunder, or in law

or in equity, we shall have, at out- election, either

the right to terminate this agreement, or require

you to perform your services for the next two (2)

picture years consecutively, in which case, by reason

of such default you agree to give up your next fol-

lowing right to take a stage year and in such case
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(without limiting- any of the foi'egoin^) dates of

exercise of our options arc postponed accordingly.

If any suspension is caused by any reason other

than your wilful failure, or your refusal or your

neglect, then such suspension shall not affect the

(October 1-October 1) periods, except that if we are

entitled to any extension of period by reason thereof,

you agree to cut short your next following stage

year, so that we may have your services before the

end of such stage year for a period prior to the be-

ginning of the next picture year, equal to such sus-

pension or extension, and at the same rate of com-

pensation as you received during the period during

which such suspension occurred.

35. It is agreed that^ if on or after October 1,

1940, we deem it necessary or advisable that you

execute a new^ agreement of employment with us

on the same terms and conditions as herein pro-

vided, commencing as of date of such new contract

and providing for the balance of the continuance

(and options) of this contract, you now hereby agree

to execute such new agreement. And in any event,

you agree that your failure, neglect or refusal to

execute such new agreement shall not affect our

right to your services under this agreement for the

full period and as and vdien required by us.

36. You may, notwithstanding an\i:hmg herein

contained, and at all times, continue to render your

services as heretofore in the use of your name and

likeness in connection with the designing of gowns,

hats, gloves, bags, shoes and ensembles for the better

class department and specialty stores throughout
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the United States, which are now featured in some

of the Fifth Avenue shojjs as "Ina Claire Ensem-

bles", and any compensation or royalties you may

receive therefrom is to be solely yours, provided,

however, that you now agree that you will use your

best efforts to see to it that hereafter your name in

connection therewith shall be accompanied by appro-

priate mention of your employment with us or your

being a featured player or star of Metro-Goldwyn-

Mayer, and in connection therewith to co-operate

with our Publicity Department, and in no event

shall your name or likeness be used in connection

with the product of any other motion picture com-

pany or any other motion pictures. We agree not

to use your name or likeness in any connection with

any product competitive with those named in the

publicity of pictures in which you appear, without

your prior written consent.

LOEWS INCORPORATED
By .... [Signature Illegible.] ....

Vice President

INA CLAIRE (L.S.)

(INA CLAIRE)

[Endorsed] : T.C.U.S. Filed Feb. 1, 1943.

Judge Smith: I understand that you are offer-

ing the entire deposition in evidence. That includes

both the direct and cross examination? [45]
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Mr. Wallace: That is correct, your Honor.

Judge Smith: The deposition is received in evi-

dence.

[I'rinter's Note: Deposition of Ina Claire

Wallace is set out at page 102 of this printed

record.]

Mr. Wallace : May I be sworn ?

Whereupon,

WILLIAM R. WALLACE, JR.

was called as a witness for and on behalf of the pe-

titioners, and having been first duly sworn, was ex-

amined and testified as follows:

Direct Examination

By Mr. Ray:

Q. Please state your full name, please, Mr. Wal-

lace.

A. William R. Wallace, Jr.

Q. And you are the petitioner in one of the mat-

ters now before this court ? A. I am.

Q. Will you state, Mr. Wallace, how long you

have lived in the State of California?

A. Since 1927.

Q. And during that period of time what has

been your occupation?

A. I have been a lawyer in the City and County

of San Francisco.

Q. During that period of time have you at all

times [46] filed your income tax returns from the

State of California as a resident of that State?

A. I have.
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Q. During the year 1939 you were married, were

you, Mr. Wallace? A. I was.

Q. Will you state the date, j)lease?

A. March 16, 1939.

Q. And where were you married?

A. In Salt Lake City, Utah.

Q. When did you return to the City and County

of San Fran<?isco following your marriage, Mr.

Wallace?

A. About the 1st of April.

Q. And following the 1st of April, 1939 where

did you live in the City and County of San Fran-

cisco ?

A. Well, for a period of about two weeks we

lived at the Fairmont Hotel.

Mr. Murray: If your Honor please, I object to

that as being non-responsive. I understand the

question to be "Where did you live?'' and he is

saying where "we lived."

A. (continuing) I will amend the answer. I

misunderstood the question. I lived at the Fair-

mont Hotel.

By Mr. Ray:

Q. Did Mrs. Wallace live at the Fairmont Hotel

during that time, Mr. Wallace? [47]

A. She did, yes.

Q. And then following that period?

A. Then I had an apartment at the Cathedral

Apartments, an apartment I had had for many
years.
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Q. And did Mrs. Wallace reside there lor any

time? A. She did.

Q. How much of the time that you lived there

did she reside there?

A. She resided there until about the 1st of May.

Mr. Murray: If your Honor please

By Mr. Ray:

Q. And after you left the Cathedral Apartments

where did you live?

A. Well, I continued to live at the Cathedral

Apartments until the 1st day of September, 1939,

at which time I took a house at 1350 Jones Street

in the City and County of San Francisco.

Q. And how long did you maintain that?

A. At that house for about a year and a half.

Q. So that during the entire taxable year 1939

you maintained living quarters in the City and

County of San Francisco, is that correct?

A. That is correct.

Q. And will you state during what period of the

time after your marriage on March 16, 1939, until

the end of the [48] taxable year 1939 Mrs. Wallace

was physically present in the City and County of

San Francisco, if you can?

A. Well, we arrived here about the 1st of April.

She was here throughout that month. She went back

to Los Angeles about the 1st of May. She remained

there until about the 1st of July. She was here most
of the month of July and then returned to Los An-
geles. She then returned here again about the 15th

of September and remained here almost all the bal-
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ance of the year. I think we left here and went east

about the 15th of December, as I recall it.

Q. During that period of time you engaged in

the practice of law in San Francisco?

A. That is correct.

Q. During that period of time, Mr. Wallace,

1939, did you have any connection with the work

of Mrs. Wallace and her work as a movie actress?

A. Yes.

Q. Will you state what that was, please?

A. Well, during that period there were a num-

ber of questions arose in connection with her em-

ployment. The ones in which I had any part were

the ones that had anything to do with the request

on the part of Loew 's. Inc. that she do three motion

pictures; discussed whether or not she should do

those pictures, and decided that she should not. I

consulted with her or she with me and we talked and

discussed [49] the matter with her motion picture

agent, and so on. That is all that I had to do with

the matter until after September. Then after the

contract was over and Mrs. Wallace returned here

there were a number of other offers to do other mo-

tion pictures, which we discussed and did not ac-

cept, and then there was another request from

Loew's, Inc. to re-do a picture which had previously

been made, and that also we discussed and finally

decided not to do. Then after September 15th,

which was the end of the motion picture business, a

good many stage plays are read and discussed,

talked to the various people who had sent them out,
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who were then engaged in the business of trying

to arrange for a play as distinguished from a mo-

tion picture for that theatrical season.

Q. At the time of your marriage in March, 1939,

were you familiar with the contract that Mrs. Wal-

lace had with Loew's, Inc?

A. Well, I was familiar with it in the sense that

I had read it over and had discussed the matter

with her agent.

Q. You are a lawyer, are you, Mr. Wallace?

A. That is correct.

Q. And have been practicing, I believe you

stated, in California for a number of years?

A. That's right. [50]

Q. In your examination of that contract and in

your opinion as to that contract as a lawyer, was

Mrs. Wallace on March 16, 1939, bound by the terms

of that contract to perform certain obligations for

Loew's, Inc.?

Mr. Murray: I object to that, if your Honor

please, as calling for a conclusion of the issue that

the Court has to decide.

Judge Smith : The objection is sustained.

By Mr. Ray:

Q. You filed an income tax return for 1939, did

you, Mr. Wallace?

A. I did, yes,

Q. And Mrs. Wallace filed a separate income tax

return for that same year?

A. That's correct.
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Q. In your income tax for that year what in-

come did you include?

A. Well, I included my separate income and I

included the one-half of the community income.

Q. And when you say "one-half of the commun-

ity income*' you are referring to the earnings of

you and Mrs. Wallace during your marriage, each

of you; is that correct?

A. That's right. Both of us. We took the com-

munity income as a total and the community ex-

penses as a total, took the community expenses from

the community income and [51] returned one-half

of the balance on each return.

Q. In other words, you took into consideration

in your return the 1939

Mr. Murray: If your Honor please, I object to

this leading so much. For one thing, the returns are

available here in court and they will speak for what

they contain. I object to the leading.

Judge Smith: I don't see that that is leading. The

objection is overruled.

By Mr. Ray

:

Q. When you prepared your return, Mr. Wal-

lace, you intended to take one-half of the expenses

which are now at issue before this court, is that

correct ?

A. I intended and did take them on my return.

Q. And in taking that deduction you examined

those expenses, did you?

A. That's correct.
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Q. And in taking tlie expenses you took tlieni as

necessaiy expenses from Mrs. Wallace?

Mr. Murray: I object to that as calling for the

conclusion of the witness.

Mr. Ray: Well, if your Honor please, I may

have framed the question improperly. I simply want

to show by this witness that they were expenses

that were necessary wherever her residence was,

whether here or there, as a [52] part of her opera-

tions as a movie actress, in his opinion.

Judge Smith: Well, I think the objection is well

taken. I will sustain that one.

By Mr. Ray:

Q. Following September, 1939, which I believe

you stated was the termination of Mrs. Wallace's

contract, did she have any other theatrical or movie

commitments diiring that year?

A. None, no.

Mr. Ray: I believe that's all.

Judge Smith: Cross examination.

Cross Examination

By Mr. Murray:

Q. Mr. Wallace, the expenses that we are speak-

ing of here, the nature of which has been stipulated,

of course, those were the expenses of Mrs. Wallace

at Beverly Hills or Hollywood or both, wherever

she was during the period from your marriage until

the termination of the contract only; is that right?

A. Well, there were no expenses after Septem-

ber 15th. I take it that is the point.
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Q. No, no. I was really getting at what expenses

she may have had before that time.

A. I am sorry, Mr. Murray. I didn't under-

stand.

Q. The deduction here in question, which has in

effect [53] been divided by Mrs. Wallace and your-

self on the returns, has been for her living expenses

in southern California for the period from March

16th, the date of your marriage, until the time she

returned from there in September?

A. That is right. I think that is right, Mr.

Murray. I think a mistake was made in not taking

the expenses prior to March 16.

Q. Yes. No expenses were taken from January

1 to March 15th ?

A. No expenses were taken from January 1 to

March 15th. I think that was a mistake.

Mr. Murray: I think that is all.

Judge Smith: Any redirect examination?

Mr. Ray: No.

(Witness excused),

Mr. Murray: If your Honor please, I offer as

respondent's Exhibit A the Federal Income Tax

return of William R. Wallace, Jr. for the year

1939 ; the original return.

Judge Smith: That will be marked Respondent's

Exhibit A and received in evidence.

(Federal Income Tax Return for year 1939

marked Respondent's Exhibit A and received

in evidence.)
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SCHEDULE A.

Earnings of Mrs. Ina Claire Wallace

after March 16. 1939, date of her

marriage:

Salaries:

Lowes. Inc.. M.G.M. Studio $52,000.00

Commissions on dresses and hats... 248.10

Total $52,248.10

Business expenses:

California Unemployment Insurance

tax $ 520.00

Motion Picture Relief Fund 260.00

A 5 S Lyons, agents' commissions 2,600.00

Harold Friedman, agent's commis-

sions 2.600.00

Howard Reinheimer, attorney, re

contracts, etc 1.039.79

Val Home, secretary 327.50

Dorothy Johnson, studio maid 625.00

Business stationery and sundries.... 80.64

Dues—Screen Actors Guild 75.00

American Federation of Ra-

dio Artists 6.00

Actors Equity 10.50

Treatments, massage, reducing, etc.

ordered by studio 1,327.92

Wardrobe for "Ninotchka" 1.018.11

Automobile expenses (j^) 277.59

Gifts to Director and Secretary 63.93

Household expenses in Los Ange-

les 4,630.33

Total expenses 15,462.31

Net 36.785.79

Community share, Mr. and Mrs.

Wallace, each 18.392.90

Earnings of Mr. W. H. Wallace. Jr..

after March 16. 1939.

Distributive share Williamson & Wal-
lace. 310 Sansome St. (partner-

ship) 5.732.44
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Business expenses:

Professional dues 31.50

Gertrude Vodvarka, secretary 237.50

Total expenses 269.00

Net 5,463.44

Community share, Mr. and Mrs.

Wallace, each 2,731.72

Earnings of W. R. Wallace. Jr. prior

to March 16, 1939

Distributive share Williamson & Wal-
lace $ 897,56

Business expense:

Professional dues $ 22.00

Gertrude Vodvarka 62.50 84.50

Net $ 813.06

SCHEDULE H
Contributions:

Community Chest of San Francisco 50.00

Taxes paid For Fed.Ret. For State

California, income, for 1938 761.10

On club dues 35.10 35.10

On admissions 20.00 20.00

816.20 55.10

Item 14—Interest on federal income tax 1938 $ .13

[Endorsed] : T.C.U.S. Filed Feb. 1, 1943.

Mr. Murray: And as Respondent's Exhibit B,

the [54] Federal Income Tax Return of Ina Claire

Wallace for the <?alendar year 1939.

Judge Smith : That will be marked Respondent 's

Exhibit B and received in evidence.

(Federal Income Tax Return referred to

marked Respondent's Exhibit B and received

in evidence.)
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[Printer's Note: Page 3 of 1939 Income Tax Re-

turn of Ina Claire Wallace is not reproduced, as it

is identical with page 3 of the 1939 Income Tax Re-

turTi of William R. Wallace, Jr. set out at page 89

of this printed record.]

SCHEDULE A
Earnings of Mrs. Ina Claire Wallace

after March 16. 1939. date of her

marriage:

Salaries:

Loews. Inc.. M.G.M. Studio $52,000.00

Commissions on dresses and hats.... 248.10

Total $52,248.10

Business expenses:

California Unemployment Insurance

tax $ 520.00

Motion Picture Relief Fund 260.00

A €» S Lyons, agents' commissions 2.600.00

Harold Friedman, agent's commis-

sions 2,600.00

Howard Reinheimer. attorney, re

contracts, etc 1,039.79

Val Home, secretary 327.50

Dorothy Johnson., studio maid 625.00

Business stationery and sundies 80.64

Dues—Screen Actors Guild 75.00

American Federation of Ra-

dio Artists 6.00

Actors Equity 10.50

Treatments, massage, reducing, etc.,

ordered by studio 1.327.92

Wardrobe for "Ninotchka" 1,018.11

Automobile expenses ()/2) 277.59

Gifts to Director and Secretary ...- 63.93

Household expenses in Los Ange-

les 4.630.33

Total expenses 15.462.31

Net 36,785.79

Community share. Mr. and Mrs.

Wallace, each 18.392.90
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Earnings of Mr. W. R. Wallace, Jr.

after March 16. 1939

Distributive share Williamson & Wal-
lace 5,732.44

Business expenses:

Professional dues 31.50

Gertrude Vodvarka, secretary 237.50

Total Expenses 269.00

Net 5,463.44

Community share, Mr. and Mrs.

Wallace, each 2.731.72

Earnings of Mrs. Ina Claire Wallace

prior to March 16. 1939

Salaries—Loews Inc., M.G.M. Studio $ 5,333.33

Business expenses:

California Unemployment Insurance

Tax 53.33

Motion Picture Relief Fund 11.67

A ^ S Lyons, agent's commissions 266.67

Harold Friedman, agent's commis-

sion 266.67

Val Home, secretary 100.00

Dorothy Johnson, studio maid 250.00

Dues—Screen Actors Guild 25.00

Treatments, massage, reducing, etc.,

ordered by studio 88.51

Automobile expenses (3/2) 136.63

Total expenses 1,198.47

Net 4.134.86
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SCHEDULE C

Apartment at 3 East 69th St., New
York City, under lease to Septem-

ber 1, 1941, with option to renew

Total rental received $ 4.050.00

Deductions:

Total rental paid $ 3,600.00

To Mary Michael, cleaning and

taking care of rent, etc 42.90

Window Cleaning Co 6.00

To Mary Michael $10; $17.50; $25. 52.00

Brown, Wheelock 75.00

Repairing holes, etc. (Ruby Ross

Wood) 21.00

Lilian Kerning—cleaning, etc 27.00

Window cleaning 3.60

Consolidated Edison Co 9.10

N. Y. Telephone Co 9.68

Renofab 5.50

Telegrams to New York 40.70

3.892.98

Improvements, etc.

S. W. Esrig—painter 200.00

Arthur J. Lockwood,

shelving 89.39

N. Y. Tel. Co. extensions- 48.35

337.74

Aliquot portion for 1939 126.65

Depreciation of own furniture 19.22 4,038.85

Net profit $ 11.15

SCHEDULE E

Depreciation of property least at New
York Apartment

Depreciation

Item Cost Date to end of vear

Bookcases $260.00 Oct. 1939 5.20

Carpet 686.00
"

13.72

Shades 15.30 .30

19.22
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SCHEDULE H
Contributions paid:

European Film Fund $ 16.50

Red Cross 20.00

Salvation Army 10.00

Screen Actors Guild Benefit 50.00

Total 96.50

Interest Paid:

On additional assessment Federal Income Taxes for

1937 3.44

Taxes Paid:

New York, income for 1938 $ 884.50

California, " " 1938 125.86

Total $1,010.36

Bad Debts:

Mme. Chevet, loaned in 1938 500.00

Mrs. H. H. DeMoll, Washington, D.C
loaned in 1938 200.00

Total $ 700.00

[Endorsed] : T.C.U.S. Filed Feb. 1, 1943.

Mr. Murray : And may the respondent have per-

mission to have these returns withdrawn in Wash-

ington and photostated and replaced with photo-

static copies?

Judge Smith: Yes, indeed.

Mr. Murray: That's all.

Mr. Ray: May we have the usual time to file

briefs, your Honor.

Judge Smith: Yes. I think probably they had

better be filed concurrently. Each party may have

until March 20th for the filing of a brief. Briefs
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will be servc^d upon opposing counsel and ea<ih

party may liave until April 5th for the filing of re-

ply.

Mr. Murray: If your Honor please, when you

say copies will be served on the opposing counsel

do you mean by the Board or do you mean by us?

Judge Smith : They will be served by the Board

unless you wish to serve them yourselves.

Mr. Murray: Yes. I wanted to point out that

the briefs that we write here are not final. When
we ship them [55] to Washington they are re-

viewed. Therefore I couldn't serve them with a

copy that I know will be filed.

Judge Smith: The Board will serve them.

Mr. Murray: Yes, all right.

Mr. Wallace: Your Honor, then I suggest this:

that I think your Honor has set March 20ih as the

date for the original briefs and April 5th for the re-

ply. I think that narrow space of time there, with

the present mail service, is such that we should

probably have a few days after that date.

Judge Smith: All right. I will give yon until

April 15th for the filing of a reply.

Mr. Wallace : Thank you, your Honor.

(Hearing concluded.)

[Endorsed]: T. C. U. S. Filed Feb. 17, 1943.

[56]
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Before the Tax Court of the United States

Docket No. 110143

In the Matter of

WILLIAM R. WALLACE, Jr.,

Petitioner,

V.

COMMISSIONER OF INTERNAL REVENUE,
Respondent,

and

Docket No. 110144

In the Matter of

INA CLAIRE WALLACE,
Petitioner,

V.

COMMISSIONER OF INTERNAL REVENUE,
Respondent.

DEPOSITION OF INA CLAIRE WALLACE

Pursuant to oral stipulation, and on Tuesday,

the 26th day of January, 1943, at the hour of 2 :00

o'clock p. m. thereof, at the offices of Williamson

& Wallace, Suite 1100, 310 Sansome Street, San

Francisco, California, before me, Amy B. Town-

send, a Notary Public in and for the City and

County of San Francisco, State of California, per-

sonally appeared
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INA CLAIRE WALLACE [59]

one <^f the petitioners herein, who, being by me

first duly sworn, was thereupon examined and in-

terroj^ated in said cause.

Appearances

:

William R. Wallace, Jr., Esq., 310 Sansome Street,

San Francisco, California, appearing on behalf

of Petitioners.

Arthur L. Murray, (Honorable J. P. Wenchel, Chief

Counsel, Bureau of Internal Revenue), appear-

ing on behalf of the Commissioner of Internal

Revenue, Respondent.

Mr. Wallacee: It is understood that Mrs. Wal-

lace is called as a witness for the Petitioners in

Docket No. 110143 and Docket No. 110144, which

cases have been consolidated for hearing.

Mr. Murray: Yes. Off the record.

(Remarks off the record.)

Mr. Wallace: I will ask the Notary Public to

swear the witness.

INA CLAIRE WALLACE,

being first duly sworn b}^ the Notary Public to tell

the truth, the whole truth, and nothing but the

truth, was interrogated and testified as follows:
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Direct Examination

By Mr. Wallace:

Q. Mrs. Wallace, you are one of the Petitioners

in this matter before the Tax Court of the United

States? [60] A. Yes.

Q Were you and the Petitioner, William R.

Wallace, Jr., married on the 16th day of March,

1939? A. Yes.

Q. Have you and the Petitioner, William R.

Wallace, Jr., ever since been husband and wife?

A. Yes.

Q. Prior to the year 1939 where did you live?

A. New York City.

Mr. Murray: Off the record.

(Remarks off the record.)

By Mr. Wallace:

Q. What is your profession? A. Actress.

Q. Was that your profession during the year

1939? A. Yes.

Q. And had it been for several years prior

thereto? A. Yes; several.

Q. In the course of your professional activity

you appeared in a large number of plays in various

cities in America and in England?

A. Yes.

Q. After your marriage on March 16, 1939, will

you state where you actually resided during the

balance of that year?

Mr. Murray: I would like to object to that as

calling [61] for a conclusion of the issue.
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That is just for the record. Now, you may an-

swer.

By Mr. Wallace:

Q. Start from March 16, 1939, and state where

you were actually residing, where you were, in other

words, what cities and places you were in during

the balance of the year 1939.

A. I lived in San Francisco.

Q. Were you in San Francisco all the time*?

A. No.

Q. Will you teU us, starting from March 16,

where you were on March 16?

A. I was in Salt Lake City, as I remember.

Q. Then where did you go?

A. Then I went to La Quinta, California, on my
honeymoon. Then I came to San Francisc(^ for, I

should think, four or six weeks. I don't remember

exactly how long I was here.

Q. Then after you had come back to San Fran-

cisco where did 3^ou next go?

A. Back to Beverly Hills.

Q. About when did you arrive in Beverly HiUs?

A. You mean that particular time?

Q. That is right.

A. I should think it must have been around the

first of May, as I remember. I was to appear in a

picture which had already started. I think the pic-

ture started (ground the first [62] of May. I do not

remember exactly what time I got there because I

didn't start with the beginning of the picture, didn't

start to work with the beginning of the picture.
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Q. Then from the first of May, how long did

you remain in Beverly Hills?

A. You mean continuously?

Q. Continuously, yes.

A. I broke it sometime during the taking of the

picture and came up to San Francisco for a couple

of weeks. I think it was around in July, something

like that, in the middle of the taking of the picture.

I had a few weeks off and I went up to San Fran-

cisco. Then I went back again and stayed until

September, about the IStli of September, I should

think, because I know I left the house a few days

before the end of the lease was up. The contract

was up at the same time, just about that period.

The 15th of September, I think, was the date.

Q. Did you have a house in Beverly Hills?

A. Yes.

Q. Was that house located at 1711 Tropical Ave-

nue ? A. Yes.

Q. In Beverly Hills? A. Yes.

Q. After September 15, and until the end of the

year, December 31, 1939, where were you?

A. In San Francisco.

Q. Since December 31, 1939, have you lived in

San [63] Francisco?

A. Yes.

Q. And you now live in San Francisco?

A. Yes.

Q. Now, after you came to San Francisco in

the early part of Sejjtember, 1939, were you, be-
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tween the period of September and the end of 1939,

engaged in any professional activity?

A. You mean was I a^^ting? I wasn't acting.

Q. You were not acting?

A. No. I was reading j)lays in connection with

my professional activity.

Q. Will you explain a little bit more what you

were doing in connection with the reading of plays?

A. I don't know quite what you mean. I was

reading plays, sending wires, and making long dis-

tance telephone calls in connection with them.

Q. Let us assume that the Judge doesn't know

anything about the theatrical profession. Will you

explain the process of getting a play, that is, what

do you do, or what did you do during that period?

A. You just read plays.

Q. Where do your plays come from?

A. New York City.

Q. Who sends them?

A. Agents, managers, authors, friends. [64]

Q. What do you do in connection with them?

A. You read them, then you discuss them, and

return them at great expense. They never enclose

stamped envelopes for them. You send telegrams,

you write letters, you talk and talk and talk, make
long distance telephone calls, and what not.

Is that what you w^ant to know?

Q. Yes. Were you in communication wdth and
did you send telegrams and talk on the long distance

telephone with theatrical agents and managers in

New York during that period?
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A. Yes; certainly.

Q. Did your husband have anything to do with

the reading of those plays?

A. Yes, he did.

Q. What did he have to do with it ?

A. He read, poor man, and talked and helped a

great deal, I must say.

Q. At the time of your marriage—and just an-

swer this question "Yes" or "No"—was there any

agreement made between you and your husband as

to where you should reside?

A. Was there an agreement made ?

Q. Yes. A. Yes.

Q. What was that agreement—where were you

to reside?

A. We were to reside in San Francisco.

Mr. Wallace : Off the record.

(Remarks off the record.) [65]

By Mr. Wallace:

Q. Mrs. Wallace, I think you testified you

started making a picture for Loew's, Inc. in Bever-

ly Hills about the first of May, 1939?

A. Yes. I think the picture started just about

then. I don't think I started to work for a couple

of weeks. I don't know exactly when it was, but

I went down there just about that time.

Q. About when did that picture end, the mak-

ing of that picture?

A. I should think about the last of August or

the first of September. I think by the time re-



Commissioner of Internal Revenue 109

(Deposition of Ina Claire Wallace.)

takes were taken it went into September, right at

the finish of summer. I might have had a week

off.

Q. Did yon make any other motion })icture from

the period, March 16 to December 31, 19391?

A. No; just one picture. It is a very fluid

business. They never start when they say they are

going to start, and they never tinish when they

think they are going to tinish.

Q. Now, coming back to the agreement with

Loew's, Inc., during the year 1939 and prior to

your marriage did you make any other picture?

A. I did make a picture, but it never was

finished.

Q. Will you explain a little bit what you mean?

A. They asked, as a special favor of me, if I

would do it. They had made the contract from an

earlier date, which was [66] necessary because they

didn't know when the picture they wanted me for

would be started, and to run later so they would

have me under contract during that period. In

that way they could start any date they wanted to.

In the meantime, they didn't start as soon as they

thought they would, and asked me to do this other

picture to help them out, which I agreed to do and

did do. However, the picture was never released

with me in it. They put it on the shelf. I don't

know as that is of any interest to you. That is my
story and it has nothing to do with this case. I

did work for them for a few weeks at their re-

quest.
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Q. When was that?

A. I don't know whether that was the last of

November, beginning the last of November or De-

cember, but it was around then. I either started

in November or the first of December. I don't

really remember.

Q. Of 1938? A. Yes.

Q. How long were you working in that picture ?

A. I think about six weeks; five or six weeks.

Q. That would take it uj) to the first part of

January? A. Yes.

Q. Then from the first part of January, 1939,

until May you were not engaged in the making of

any picture? A. No.

Q. Now, during the period from the end of

that picture [67] in January until your marriage

where were you? A. In Beverly Hills.

Q. All the time?

A. No. I was in San Francisco part of the

time.

Q. How much of the time were you in San

Francisco ?

A. There was a period of about four or five

weeks—and time in between I was here too—when

I was here, but not constantly. I came up, and

went back, and came up again.

Q. Now, going back to Beverly Hills, during

the period of the whole year, 1939, you rented two

houses ? A. Yes.

Q. You testified as to one house, the house that

was rented? A. In March; yes.
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Q. And prior thereto you had rented another

house? A. Yes.

Q. Mrs. Wallace, will you tell us, during the

year 1939 and after your marriage, whether or not

you discussed your husband's business witli him?

A. Yes, I did.

Q. Did you discuss your professional activities

with him? A. Yes.

Q. Mrs. Wallace, I hand you a photostatic copy

of a document and ask you, first, if this signature

that is written under the word "Accepted" is your

signature? [68]

A. (Examining document and signature) Yes.

Q. I call your attention also to a rider attached

to it. Does that also bear your signature?

A. (Examining rider and signature) Yes.

Q. Does this document purport to be your

agreement with Loew's, Inc.? A. Yes.

Mr. Murray: Off the record.

(Remarks off the record.)

Mr. Wallace: I will offer this photostatic copy

of the contract as Petitioner's Exhibit No. 1.

(The document above referred to was offered

in evidence and marked for identification as

Petitioner's Exhibit No. 1).

[Printer's Note: Petitioner's Exhibit No. 1

is set out at page 46 of this printed Record.]

Mr. Wallace: It is agreed between counsel for

both parties that this exhibit, Petitioner's Exhibit

No. 1, may be withdrawn for the purpose of having
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further copies made with the understanding that

when copied it will be introduced in evidence at

the hearing.

Mr. Murray: So stipulated.

By Mr. Wallace:

Q. Mrs. Wallace, aside from this document,

Petitioner's No. 1, did you have any other under-

standings or agreements with Loew's, Inc.?

A. Yes. I had an oral understanding with

Loew's Inc. that I was employed for Miss Garbo's

picture at a salary equal to my normal theatrical

season's earnings to be paid in weekly installments

of $2,000.00 a week for a period of 34 weeks during

a 40 week season beginning November 1938 and

ending in September 1939. I agreed to be avail-

able in Los Angeles during that period and to do

one or more other pictures for them if the pictures

met with my approval. [69]

Mr. Wallace : It is stipulated between the parties

that [70] the total amount of deductions here in

question, half of which has been claimed by each

of the Petitioners herein on his or her separate

Federal income tax return for the calendar year

1939, all of which has been disallowed by the Re-

spondent in his deficiency notices in the respective

cases, is not in dispute; that such total deduction

consists of the personal living expenses of Petition-

er, Ina Claire Wallace, incurred at Beverly Hills

during the period from March 16, 1939, to Septem-

ber 15, 1939 ; and that during all of said period she
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was employed by Loew's, Inc. under the terms of*

the agreement, a copy of which has been offered in

evidence as Petitioner's Exhibit No. 1.

Mr. Murray: So stipulated.

By Mr. Wallace:

Q. Mrs. Wallace, at all times since March 16,

1939, did you intend to live in San Francisco?

A. Yes.

Q. At any time during that period have you

intended to live anywhere else? A. No.

Q. And since March 16, 1939, have you from

time to time left San Francisco for professional

engagements ? A. Yes.

Mr. Murray: Off the record.

(Remarks off the record.)

By Mr. Wallace: [71]

Q. From September—so the record will be

clear—from September 15, 1939, when you arrived

in San Francisco, did you remain in San Francisco

the balance of that year?

A. Just a minute. Let me see, when did I go

east to do the summer stock? No, it wasn't that

year. Yes, I was here.

Mr. Wallace: I think that clears that up, Mr.

Murray.

Mr. Murray: Off the record.

(Remarks off the record.)

Mr. Wallace : That is all.
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Cross Examination

By Mr. Murray:

Q. Mrs. Wallace, during the 10 year period

prior to 1938, where did you consider your resi-

dence to be?

A, I considered my residence during that period

to be in California from 1929 to about August, 1932

;

then I went back to Connecticut and lived there

until about March or April of 1936; then I lived

at the Pierre Hotel in New York City until I came

to California in November 1938 and since I married

I have considered my residence to be San Fran-

cisco. [72]

Q. Mrs. Wallace, during the ten-year period

prior to 1938 did you reside in one or more places?

A. Yes.

q. Well, which?

A. I resided in New York City, but I traveled

all over the country. It is difficult to answer that

question unless I know what you mean.

Q. I want to bring out whether you kept a resi-

dence in New York City during the ten-year period

prior to 1938 and up to the time you went to Holly-

wood.

A. Yes. Wait a minute, I had a house in the

country, too.

Mr. Wallace: Let me see if we can clear that

up. Off the record.

(Remarks off the record.) [73]
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By Mr. Murray

:

Q. Where did you file your income tax return

for tlie years prior to 1938, in New York or in

Connecticut ?

A. In Connecticut. My home was in Connecti-

cut. My business was in New York City. I am not

sure there wasn't a year or two in the middle that

I didn't file an income tax return from New York

City. I think that ought to be checked up with

Howard Rinheimer, because I don't know where

one year left off and another began as T sold my

house in Connecticut.

Q. Did you have a residence in Connecticut for

a number of years ? A. Yes.

Q. How long?

A. You asked about a ten-year period. I

wasn't in New York for ten years. I was in Con-

necticut part of that time.

Q. While a resident of Connecticut did you also

have an apartment in New York City?

A. Yes.

Q. Did I understand you to say your business

residence was in New York and your personal resi-

dence in Connecticut at that time? A. Yes, sir.

Q. During that whole ten-year period ?

A. Yes.

Q. When you came out to Hollywood

Mr. Wallace: I don't think that answer is quite

correct. [74] Off the record.

(Remarks off the record.)
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By Mr. Murray:

Q. Apx)roximately when did you cease to have

a residence in Connecticut?

A. About 1936, I should think.

Q. And at that time where did you take up a

residence ?

A. I lived at the Pierre Hotel in New York

City.

Q. Did you continue to live in New York City

from that time in 1936 until you came to Hollywood

in 1938? A. Yes.

Q. Where did you consider your personal resi-

dence during that period from 1936 until you went

to Hollywood in 1938? A. New York City.

Q. Now, when you left New York City did you

still have an apartment under lease there?

A. Yes.

Q. Where was that, please?

A. That was at—it was a new apartment—No.

3 East 69th Street, I think.

Q. How long a lease did you have at that time,

do you recall?

A. I think it was a three-year lease with op-

tions.

Q. What did you do with that apartment when

you came to Hollywood in the fall of 1938?

A. I left it there; it just sat there. [75]

Q. Did you not sub-lease it?

A. Yes, I did subsequently; that is right. To

three successive parties.
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Q. What was the history of the remainder of

the lease after that time, the New York lease

—

what happened to the apartment?

A. Well, the lease ran ont its three years and

that was tlie end of it.

Q. Did you ever live in it at all after 1938?

A. No. I never even slept in it once. I was

still living at the Pierre Hotel, and the hotel had

just been furnished for me when a long distance

telephone call came in and urged me to come out

to California. I hadn't even moved into my apart-

ment. I packed my baggage and left. I never

moved into the apartment at all.

Q. Did you ever spend any considerable time in

Hollywood prior to 1938?

A. Yes. I was married there. I lived there

once before.

Q. Do you recall when and to what extent, the

approximate extent the time was ?

A. I lived there—let me see. I was married for

a little over a year. I was married in May, 1929.

Q. Then practically how long did you continue

to live there?

A. I lived there until—I suppose my legal resi-

dence was still there, but I went east to do a pic-

ture in, I think, October or November of 1930. Let

me see—then I lived there [76] for over a year;

yes, I lived there over a year, a year and a few

months.

Q. Then did you return to Hollywood after that

time, after that period?
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A. Yes. You want dates, don't you?

Q. Approximately. T want the periods of time

more than dates.

A. It is hard for me to remember. It is all

very choppy. I am afraid I can't give dates with-

out actually looking up the contracts, and things,

because I came back, and I went away again. I

know I had a contract with Mr. Goldwyn.

Q. Where, in Hollywood?

A. Yes. That was later on.

Q. It was after 1930? A. Oh, yes.

Q. Have you any idea of the extent of that en-

gagement in time?

A. I think that was about—it might have been

six months.

Q. At that time?

A. I remember I went back east—that was a

canceled contract—and went abroad. That was in

the wintertime. I came back in the spring and did

a play, which I started in Cleveland, Ohio. Any-

way, by that time it was spring and then I came

out here.

Mr. Wallace: With the play? [77]

The Witness : With the play.

By Mr. Murray:

Q. To San Francisco?

A. I played here also. It was sort of a tour.

I jumped from Cleveland out here to Hollywood,

where we rehearsed another company, and then

we came up the coast to play two or three cities,
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and then went back to Hollywood. That was in the

theater, not pictures.

Q. Do you remember approximately what year

that was?

Mr. Wallace: What play was that?

The Witness: Reunion in Vienna.

Answering your question, it was in 1932, I should

think.

By Mr. Murray:

Q. Where did you consider your legal residence

to be during that period?

A. Still in California.

Q. Now, as I understand it, with respect to the

contract with Loew's, Inc., a copy of which is of-

fered in evidence, you came to Hollywood in the fall

of 1938, is that right? A. This time?

Q. Yes.

A. Yes ; the latter part of November or the first

of December, around there.

Q. Where did you live when you first came to

Hollywood in the fall of 1938?

A. Beverly Wilshire Hotel for a few weeks, and
then I [78] took a house on Camden Drive. I

have forgotten the number.

Q. How long did you have the house?

A. Well, let me see—I had it about three

months. I wasn't there half of the time.

Q. When you signed this contract with Loew's,

Inc. did you have some idea of how long you

thought it would take to complete it?
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A. Well, it depended, of course, on when we

started. The starting date was very indefinite.

They didn 't know. That was the reason I made the

contract because they couldn't give me any date,

you see, and wanted me especially for this particu-

lar picture.

Q. As a matter of fact, it covered a period of

time from sometime in November or early Decem-

ber, 1938, until September 15, 1939, is that right?

A. That is right.

Mr. Wallace: The contract is dated November

18, 1938, if you want that date.

Mr. Murray: Let the record show the contract is

dated November 18, 1938.

The Witness: That was on my arrival here. It

began the day I arrived in Hollywood.

By Mr. Murray:

Q. You arrived in Hollyw^ood on that date?

A. On that date; yes.

Q. And you signed the contract as of that date ?

[79]

A. Yes, I presume so. I don't think I signed

the contract until I got there. They always say,

"We need you tomorrow," and then you don't

work until six months.

Q. When you executed this contract and, in

connection with it, came to Hollywood, did you

have any special intention of what you would do

when the contract was completed or terminated!

A. Well, at that time I supposed I would go

back to New York again.
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Q. Tlien I understand that in connection with

that conti'act you put some work on one f)icture

foi- six weeks or thereabouts? A. Yes.

Q. And which picture was not completed, as fai*

as you were concerned? A. That is right.

Q. There was a waiting period in between then

and the time when you started making a picture

during May?
A. The picture I was really engaged for

;
yes.

Q. And that picture continued practically until

September 15, 1939, or thereabouts?

A. Yes. I don't know whether it lasted quite

through the time. Anyway, they had to pay me

to the end.

Q. You say they did have to pay you?

A. Yes, because that was the duration of the

contract.

Q. Did you receive pay during that whole

period, or [80] were there periods between Novem-

ber 18, 1938, and September 15, 1939, when you did

not receive any payment under this contract?

A. They paid me by the week, really, for the

picture. They made it on terms of weekly pay-

ments.

Q. And you received pay under the contract for

the whole period, that is, from the beginning to the

end of the contract?

A. Yes. I think there was some talk about six

weeks in there for which they didn't pay me. What
was that about? I just don't remember.
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Mr. Murray: Off the record.

(Remarks off the record.)

By Mr. Murray

:

Q. According to your memory, how many weeks

were you paid in connection with your full contract

with Loew's, Inc.?

A. For approximately 34 weeks at $2,000 a week.

Q. I understood you to state on direct examina-

tion that you made an agreement with Mr. Wallace

as to your residence from the date of your mar-

riage forward, is that right? A. Yes.

Q. Do you recall approximately when you made

such an agreement?

A. At the time we were married.

Q. Do you recall approximately what the agree-

ment was, that is, what was said?

A. Well, I think I said to Mr. Wallace, ''You

live a long, [81] long way from me." It was either

a question of Mr. Wallace coming east to live

where I lived, or my coming here to live where he

lived, and I decided I would rather come to live

where he did, and he agreed that was a nice thing to

do. I said, "I think I have traveled enough." He
had his roots here so we decided to stay here.

Q. Since your marriage to Mr. Wallace have

you continued to proceed with respect to j^our pro-

fession as you had before that time ?

A. Well, I don't know just what you mean by

that.
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Q. Do you still hold yourself open for contracts

of any kind in your profession? A. Yes.

Q. And at any location? A. Yes.

Q. Have you been away from San Francisco

for any considerable periods of time since 1939 in

connection with your profession?

A. Yes. In the summer of 1940 I spent from

June until about September in the east playing,

and then returned here. Then I went east again to

do a play in the fall of 1940. In November I went

to New York to discuss the play further, and re-

hearsed the play, and we opened in—it is difficult to

remember dates—we opened in January on the

road. We played on the road for about six weeks

and then we went to New York in February. [82]

Q. 1941?

A. Yes, 1941. We stayed in New York a couple

or three months. I came back here, I think, in

April, the middle of April. The play closed and

I came straight back here again.

Q. There is just one point that I want to go

back on a little bit to see if I understand this

point correctly. I understand that when you first

went to Hollywood in November, 1938, you lived at

a hotel for a period of several weeks ? A. Yes.

Q. Then you rented a house for three months?

A. No, I had an apartment as well. I hadn't

moved into the apartment yet.

Q. I don't mean in New York. T mean in

Hollywood or Beverly Hills.

A. Oh—I am sorry.
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Q. You lived at a hotel in Beverly Hills for a

matter of several weeks?

A. At the Beverly Wilshire Hotel, yes, for two

or three weeks.

Q. And then you leased a house for a period of

three months, is that right? A. Yes.

Q. Then you leased still another house as of

March 15, 1939? A. Yes.

Q. Until September 15, 1939, in Beverly Hills?

[83]

A. That is right.

Q. And the rent of that house, that last house

you leased, is the main item in the deductions here

involved in this case? A. That is right.

Mr. Wallace : That is right.

Mr. Murray: Off the record.

(Remarks off the record.)

Mr. Murray: On the record.

The Witness: It is a coincidence that the lease

of the house happened to start on March 15, be-

cause it was engaged before I had decided to marry

Mr. Wallace. If I hadn't already rented the house

before I had decided to marry Mr. Wallace, I

would never have taken the house. I would have

stayed in a hotel instead.

Mr. Murray: That is all.

Redirect Examination

By Mr. Wallace:

Q. Mrs. Wallace, you testified, I think, on cross

examination by Mr. Murray that at the time you
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left New York to come to California to do the pic-

ture you intended to return to New York?

A. Oil, yes.

Q. That is, because you considered your resi-

dence there? A. Yes.

Q. And at that time you did not intend to make

California your home? [84] A. No.

Q. When did you change your mind?

A. When I got married.

Q. Mrs. Wallace, have you since your marriage

from time to time gone east on business?

A. Yes.

Q. Have you from time to time accompanied

your husband east on business? A. I have.

Q. Have you sometimes gone alone on business?

A. Yes.

Q. And has he sometimes gone alone on busi-

ness ? A. Yes.

Mr. Wallace: I think that is all.

Mr. Murray: That is all.

(Signed) INA CLAIKE WALLACE

State of California

City and County of San Francisco—ss.

I, Amy B. Townsend, a Notary Public in and for

the City and County of San Francisco, State of

California, do hereby certify:

That the witness in the foregoing deposition

named, Ina Claire Wallace, was by me duly sworn

to tell the truth, the whole truth, and nothing but
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the trutli in the within entitled cause; that said

deposition was reported by C. W. Johnson, a com-

petent court reporter and a disinterested person,

and was thereafter transcribed by him into long-

hand typewriting; that when so transcribed said

deposition was read to or by the witness, and, after

being by her corrected in all particulars desired,

was by said witness subscribed in my presence.

In Witness Whereof, I have hereunto set my
hand and affixed my seal of office, this 30th day of

January A.D. 1943.

[Seal] AMY B. TOWNSEND
Notary Public in and for the

City and County of San

Francisco, State of California

[Endorsed] : T. C. U. S. Filed Feb. 1, 1943. [86]

The Tax Court of the United States

Washington

Docket No. 110143

WILLIAM R. WALLACE, JR.,

Petitioner,

V.

COMMISSIONER OP INTERNAL REVENUE,
Respondent.

CERTIFICATE OF CLERK TO
TRANSCRIPT OF RECORD

I, B. D. Gamble, clerk of The Tax Court of the

United States do hereby certify that the foregoing
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pages, 1 to 97, inclusive, conUiiii and are a true c(>])y

of the transcript of record, pai)ers, and proceedings

on tile and of record in my office as called for ))y the

Praecipe in the appeal (or appeals) as above num-

bered and entitled.

In testimony whereof, I hereunto set my hand and

affix the seal of The Tax Court of the United States,

at Washington, in the District of Columbia, this

24th day of August, 1943.

(Seal) B. D. GAMBLE,
Clerk, The Tax Court of the

United States.

The Tax Court of the United States

Washington

Docket No. 110144

INA CLAIRE W^ALLACE,
Petitioner,

V.

COMMISSIONER OF INTERNAL REVENUE,
Respondent.

CERTIFICATE OF CLERK TO
TRANSCRIPT OF RECORD

I, B. D. Gamble, clerk of The Tax Court of the

United States do hereby certify that the foregoing

pages, 1 to 98, inclusive, contain and are a true copy

of the transcript of record, papers, and proceedings



128 William R. Wallace, Jr., vs.

on file and of record in my office as called for by the

Praecipe in the appeal (or appeals) as above num-

bered and entitled.

In testimony whereof, I hereunto set my hand and

affix the seal of The Tax Court of the United States,

at Washington, in the District of Columbia, this

24th day of August, 1943.

(Seal) B. D. GAMBLE,
Clerk, The Tax Court of the

United States.

[Endorsed] : No. 10547-48. United States Circuit

Court of Appeals for the Ninth Circuit. William R.

Wallace, Jr., Petitioner, vs. Commissioner of Inter-

nal Revenue, Respondent. Ina Claire Wallace, Pe-

titioner, vs. Commissioner of Internal Revenue,

Respondent. Transcript of the Record. Upon Peti-

tions to Review Decisions of The Tax Court of the

United States.

Filed September 10, 1943.

PAUL P. O'BRIEN,
Clerk of the United States Circuit Court of Appeals

for the Ninth Circuit.
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In the United States Circuit Court of Appeals.

Case No. 10547

WILLIAM R. WALLACE, JR,

Appellant,

vs.

COMMISSIONER OF INTERNAL REVENUE,
Appellee.

MOTION TO CONSOLIDATE PROCEEDINGS

To the Honorable United States Circuit Court of

Appeals

:

Come Now the Appellant, William R. Wallace,

Jr., and the Appellee, Coimiiissioner of Internal

Revenue, and respectfully move this Honorable

Court that the above entitled proceeding be consoli-

dated with that certain proceeding wherein Ina

Claire Wallace is Appellant and the Conmiissioner

of Internal Revenue is Appellee, Case No. 10548, and

as grounds for their motion allege as follows:

1. That the two proceedings were consolidated in

the Tax Court of the United States, and the Mem-
orandum of Opinion of that Court covers both

cases

;

2. That, except for the petitions of the respec-

tive appellants and the respective answers of the

appellee thereto, both cases were heard and deter-

mind in the Tax Court of the United States upon a

single record.

3. That appellant and appellee do liereby stipu-
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late that the two cases may be heard upon a single

printed record.

4. That the consolidation of the two proceedings

will facilitate the hearing and determination of the

matters by this Court.

Wherefore appellant and appellee pray this Hon-

orable Court that it consolidate the above entitled

proceeding with the proceeding wherein Ina Claire

Wallace is appellant and that the consolidation may
be heard upon a single printed record in both cases.

Dated: September 21st, 1943

WILLIAM R. RAY,
Attorney for Appellant.

SAMUEL O. CLARK, JR.,

Attorney for Appellee.

So Ordered:

WILLIAM DENMAN,
United States Circuit Judge.

[Endorsed]: Filed Sept. 28, 1943. Paul P.

O'Brien, Clerk.
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In the United States Circuit Court of Appeals

for the Ninth Circuit

Case No. 10547

WILLIAM R. WALLACE, JR.,

Appellant,

vs.

COMMISSIONER OF INTERNAL REVENUE,
Appellee.

Case No. 10548

INA CLAIRE WALLACE,
Appellant,

vs.

COMMISSIONER OF INTERNAL REVENUE,
Appellee.

STIPULATION CONCERNING DESIGNA-
TION OF RECORD.

To the Clerk of the above entitled Court:

The respective appellants in each of the above

entitled cases and the appellee therein have hereto-

fore moved this Honorable Court for a consolidation

of the above entitled cases and for an Order of said

Honorable Court to permit the filing of a single

printed record to cover both of said cases. The re-

spective appellants and appellee hereby stipulate

and designate the record proceedings and evidence

to be contained in said single record on appeal to be

the following, to-wit:
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1. The petition of William R. Wallace, Jr., to-

gether with the exhibits attached thereto;

2. The answer of appellee thereto;

3. Petition of Ina Claire Wallace, together with

the exhibits attached thereto;

4. Answer of appellee thereto;

4a. Memorandum Opinion of The Tax Court of

the United States;

5. Decisions entered on May 7, 1943 pursuant to

determination by the Tax Court of the United States

as set for in said Memorandum Opinion.

6. Transcript of Testimony in question and an-

swer form taken and received before the Hon.

Charles P. Smith, on the 1st day of February, 1943,

together with the deposition of Ina Claire Wallace

offered in evidence at said hearing.

7. Any and all exhibits offered and received at

said hearing on February 1, 1943.

Dated

:

WILLIAM R. RAY,
Attorney for appellant Wil-

liam R. Wallace, Jr.

W. R. WALLACE,
Attorney for appellant

Ina Claire Wallace.

SAMUEL O. CLARK, JR.,

Attorney for appellee.
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[Title of Circuit Court of Appeals and Causes.]

STATEMENT OF POINTS.

The question in issue rises under the provisions

of section 23 (a) of the Internal Kevenue Code.

That section permits the deduction of traveling ex-

penses, including the entire amount expended for

meals and lodging while away from home in the

pursuit of a trade or business.

The appellants are husband and wife maintaining

their residence in San Francisco. They filed separate

returns with the Collector of Internal Revenue for

the year 1939. The Commissioner disallowed ex-

penses incurred by appellant Ina Claire Wallace

during the period she was engaged in making a mo-
tion picture in Los Angeles, California. The ques-

tion presented on this appeal is whether the peti-

tioners, or either thereof, are entitled to deduct as

ordinary and necessary business expenses for the

calendar year 1939 certain living expenses incurred

by the appellant Ina Claire Wallace in Los Angeles,

California while in pursuit of her vocation as an
actress and one-half of which expenses were de-

ducted by each of the appellants.

Dated: San Francisco, California, October 8th,

1943.

WILLIAM R. RAY,
W. R. WALLACE,

Attorneys for Appellants.

CAffidavit of Service by mail attached.)

[Endorsed]: Filed Oct. 8, 1943. Paul P. O'Brien,

Clerk.




